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EDITORIAL 


PvuBLic opinion was roused in many countries when 
it was discovered that the Gran Chaco war was 
only able to continue with the arms supplied by 
nations which were members of the League. The 
efforts to create a League embargo and so prevent 
private arms manufacturers from making fortunes out 
of South American bloodshed had strong popular 
support. The cry was raised that profits should be 
taken out of war. The idea that there should be 
socialization of armaments or at least government 
control of their manufacture and sale has been 
strengthened by the Senate investigation of the Ameri- 
can arms industry, which has already implicated 
several British firms, dnd has started a demand for a 
similar investigation in England. This cry for the 
socialization of the armaments industry may have un- 
fortunate results if it leads to an attempt to separate 
the manufacture of armaments from the iron and 
steel, chemical, aviation and other industries which 
carry it on. So great is the ease with which indus- 
try can switch over to the manufacture of armaments 
that an attempt to socialize armaments alone would 
only drive their private manufacture underground. 
To make the control of armaments effective all the 
major industries concerned will have to be socialized. 

To bring armaments under effective national con- 
trol will be a step in the direction not only of 
Socialism, but of Disarmament. There is a danger, 
however, that the necessity for socializing the manu- 


facture of armaments may divert attention from the 
goal of general disarmament and an international 
control of such armaments as are needed for police 
purposes. 

& * s 


“The Labour Party could not do anything when in 
office, for it was only a minority government’’ is the 
favourite cry of all apologists for the fiasco of 1929-31. 
Sweden is proving the falseness of this excuse. Its 
government is putting through an extensive Socialist 
programme, including the use of the Central Bank, 
already nationalized, for the stabilization of prices and 
the provision of funds for an employment pro- 
gramme, and the nationalization of major industries. 
Yet, out of the 880 members of the last Riksdag, the 
Socialists had only 165 members, depending on the 
support of the 55 members of the Peasant Party for 
office. ‘Their courageous policy has been rewarded. 
Unemployment has fallen by half, industrial produc- 
tion has increased, and there has been no financial 
panic such as is always prophesied for the advent of 
a Socialist Government in England; in fact, govern- 
ment stocks have risen and the rate of interest fallen. 
In recent local elections the Socialist Party and their 
allies have gained seats at the expense of the Conser- 
vative parties, which will strengthen their position in 
the next Riksdag, as one-eighth of the Upper Cham- 
ber is elected each year by the County Councils. 
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PRINCIPAL EVENTS 


September 1934 


June 1934—August 1934. 


War-Debts. Roosevelt in message to Congress 
asks for no legislation, wishes to discuss each case 
on its merits, 

Franco-German agreement concerning Saar pleb- 
iscite. 
War-Debts. 
payments. 
Belgium—Catholic-Liberal Cabinet resigns; new 
Cabinet on same lines immediately formed. 
Lithuania—Abortive putsch by Prof. Valdemaras. 


British note to U.S.A. deferring 


Russia—Recognized by Czechoslavakia and 
Rumania. 
Disarmament Conference—General Commission 


adjourns after setting up committees. 

Bolivia applies to have dispute with Paragnay 
referred to the Assembly under Article 15 of 
Covenant. 
Bulgaria—Government dissolves all 

pasties, 

Hitler and Mussolini meet at Venice. 
Germany—Announcement of suspension on July 1, 
for six months, of cash transfers on all debts. 
Great Britain—Chamberlain threatens to set up 
Anglo-German Clearing Office to emsure no 
transfer of money to Germany until money due 
for exports to Germany and claims on Dawes and 
Young Loans have been paid. 

Poland—Minister of Interior shot by member of 
National Radical (Nazi) party. 

U.S.A.—Senate ratifies 1925 Convention re supres- 
sion of international traffic in arms. 
Germany—Von Papen’s Marburg address sup- 
pressed because of critical attitude toward 
dictatorship 

Bulgaria—Government by decree for one year 
announced, preliminary to inauguration of semi- 
corporate state. 

I.L.0. Conference—Collapse of discussions on 
40 hour week convention. 

Barthon, the French Foreign Minister, visits 
Rumania, 

Albania—Unannounced arrival of Italian fleet in 
Durazzo. 

Barthou visits Belgrade. 

Spain—Catalan Land Bill declared unconstitutional, 
but reaffirmed by Catalonia. 

Anglo-French Trade Agreement signed. 
German-British Debts—negotiations opened. 
U.S.A.—Embargo on silver exports except under 
license. 

Germany—Von Papen’s secretary, Jung, arrested. 
Germany—Hitler’s purge. Left and right opposi- 
tion leaders murdered. 

creat Britain—Appointment of Public Assistance 
Board. 


political 


Germany—Purge continues. More arrests and 
murders. 

Germany—Hitler visits Hindenburg. 

Great Britain—Tramp steamer subsidy. 
German-British debts—Agreement announced. 
Japan—New Cabinet formed by Admiral Okado 
after fall of Saito ministry. 

Holland—Communist riots in Amsterdam. 
Belgium—Bill for grant of special powers to 
Government for six months submitted. 
British-Lithuanian Trade Agreement signed. 
Barthou—Anglo-French conversations re Eastern 
Locarno begin. 
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August 2 


British-Estonian Trade Agreement signed. 
Austria—Reconstruction of Cabinet. New drive 
against Nazis. Death penalty becomes only 
penalty for acts of terrorism or possession of arms. 
Germany—Members of ‘People’s Courts’ appointed. 
Indo-Japanese Trade Agreement signed. 

British Ambassador visits German Foreign 
Minister to recommend conclusion of an Eastern 
Locarno. 

France—Commercial Agreement with Belgium and 
Luxemburg signed. 

U.S.A.—General strike declared in San Francisco. 
France—Socialist Party join with Communists in 
united front against Fascism and war. 
British-Latvian Trade Agreement signed. 
U.S.A.—San Francisco general strike called off. 
Maritime strike to be settled by arbitration, 
France—Cabinet crisis precipitated by Tardien’s 
attack on Chautemps. 

Yugoslavia—Frontier agreement with Hungary. 
Bulgaria—U.S.S.R. Diplomatic relations opened. 
France—Doumergne negotiates Cabinet truce. 
Radical-Socialist party to continue support of the 
Government subject to Congress decision in 
October. 

Austria—Nazi putsch. Dolfuss assassinated. 
Austria—Schuschnigg Acting-Chancellor. Italian 
troops moved to border. Habicht, Hitler’s per- 
sonal ‘inspector’ for Austria, removed. Sporadic 
fighting continues in provinces. 

Germany—Von Papen goes to Austria. 
Franco-German Trade Agreement signed. 
Austria—New Cabinet announced. Schuschnigg 
Chancellor, All fighting ended. 
Italian-Bulgarian Commercial Treaty signed. 


Germany—Hindenburg dead. Hitler becomes 
President and Chancellor. 

Algeria—Serious fighting between Jews 
Moslems. 

Polish-Danzig customs control agreement signed. 
Austria—Cabinet agrees to appointment of Von 
Papen as Minister plenipotentiary from Germany. 
U.S.A.—Silver nationalized. Same footing as gold. 
German-British Exchange Agreement signed. 
F.B.I. mission to Manchukuo announced. 
Starhemberg meets Mussolini in Ostia. 
Spain—Basque local elections held in spite of 
central Government ban. 

Saar Governing Commission decision to appoint 
2,000 more police announced. 
Germany—Hindenburg testament published. 
Great Britain—Lancashire protest against Austra- 
lian cotton duties. 

Germany—Plebescite on Hitler’s assumption of 
Presidency. Vote : Yes—38,279,514; No—4,287,808 ; 
Invalid—871,056. 

U.S.A. joins International Labour Office. 
Italian-Austrian conversations in Rome, conducted 
by Schuschnigg and Mussolini. Italy guarantees 
support of present Government in case of foreign 
attack or revolution. 

Germany—Hitler Saar campaign begins. 
Australia—Cotton duties to remain despite protest 
and boycott in Lancashire. 
Entente signed between Latvia, 
Lithuania. 

U.S.A.—National textile strike begins. 


and 


Estonia and 
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BRITISH & WORLD TRADE & PRODUCTION 


Table 1 General Index Numbers of Industrial Production 
Average SECOND QUARTER OF YEAR 
1927-29 1931 1932 1933 1934 
Britain ... I0o 86.1 85.5 89.9 102.0 
ULSAN Io0o 76.8 54.1 70.3 76.8 
Germany 100 74-5 61.0 69.0 87.3 
France ... oo 102.6 75.0 86.9 80.5 
Japan 100 103.5 | 127.4 Not 
available 


86,1 106.1 


Sweden 


Table 1a World Agricultural Production 
Foodstuffs 100 102 100 roo | 101 
Materials 100 102 102 95 99 
All agricultural 
products} 100 IOI 100 


Table 2 Textile Productions 
Britain .., 100 85.1 85.0 85.0 ; 89.1 
U.S.A. 100 86.0 55.7 97.3 | 80.0 
Germany 100 86.4 73-5 85.9 | 102.9 
France .. 100 82.0 59.1 76.4 69.2 
Table 3 Engineering Activity 
Britain (employ- 
ment) 100 83.1 80.5 86.9 
Germany roo 69.9 2 66.5 
France ... 100 104.0 i : 


Table 4 
Britain (value of 


Building 


plans passed) 100 146.8 
U.S.A. (contracts 
awarded)| 100 21.1 
Germany (dwel- 
ling completed) | 100 96.5 
Base 1928-29 
Table 5 Retail Sales (values—Base 1929) 
Britain (Dept. & 
Chain Stores, 
and Co-ops.)... 100 94.0 88.6 85.2 88.5 
U.S.A. (Dept. 
Mail Order & 
Chain Stores) 100 91.5 bh he 63.5 79:9 
Germany 100 83.8 64.5 57.8 62.4 
Table 6 Foreign Trade—Retained Imports 
Britain (£ milln.) 273 190 153 150 165 
(In million gold 
dollars) | 1347 922 566 506 499 
U.S.A. do, 1070 534 348 278 251 
Germany do. 832 446 271 236 267 
France do. 539 447 312 286 233 
Japan do. 249 175 125 97 IIo 
World (1928-29) 8067 3259 2962 2874 
Table 7 Foreign Trade—Exports 
Britain (£ milln.) 180 96 95 86 95 
(In million gold 
dollars) 891 466 349 290 287 
U.S.A. do. 1268 592 370 290 299 
Germany do. 715 532 321 278 230 
France do. 516 306 189 173 167 
__ Japan do. 232 137 88 94 95 
World (1928-29) 7383 2816 2657 2579 


The general improvement in world production and 
trade, which has been in progress since the autumn 
of 1982, continues, but it is now less rapid and has 
become a trifle patchy. While improvement has con- 
tinued in most countries, there has been an economic 
set-back in France and in the gold-standard countries. 
In France industrial production, employment and 
profits, after showing a considerable recovery during 
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1933 have again fallen during the last few months, In 
Germany, while internal production and employment 
have been increased, partly by natural economic re- 
covery and partly by government expenditure on 
public works and rearmament, exports have been 
severely curtailed by Germany’s retention of the gold 
standard and by the Jewish boycott. The adverse 
trade balance has now become an exceedingly urgent 
problem for the German government. 

In America the New Deal is definitely hanging fire. 
The consumption goods industries are fairly busy, but 
the investment goods industries—building, engineer- 
ing and such like—are still practically dead. The 
New Deal has apparently gone far enough towards 
Socialism to scare the private investor and to effect a 
considerable increase in working class purchasing 
power, but it has not gone far enough towards 
Socialism to start any big programme of public or pub- 
licly supervised investment to take the place of private 
investment. Hence the somewhat patchy and disap- 
pointing results. 

It is unfortunate that for the last six months no 
general statistics of industrial production have been 
available from the U.S.S.R. No doubt the Second 
Five Year Plan is proceeding satisfactorily, if not at 
the pace of the first Plan, but it is somewhat surpris- 
ing that no information is being released. 

In Britain industrial production for the second quar- 
ter of the year showed another considerable advance, 
as did (allowing for seasonal factors) employment. 
Employment, however, has not increased in nearly 
the same proportion as production. Industrial plant 
in this country in all industries is now being run at 
something much nearer to capacity than it has been 
for some years. ‘The result is that considerable sav- 
ings in cost are being effected, as average output per 
man employed has gone up by ‘nearly 1% as compared 
with a year ago. As wages have not risen nor prices 
appreciably fallen, this means that industrial profits 
must have risen very greatly above the 1983 level. 

A country on which Socialists throughout the world 
should be fixing their attention is Sweden. A 
Socialist Government came into power in Sweden in 
the autumn of 1982, and so far as economic and finan- 
cial policy are concerned, is actually carrying out the 
measures which the British Labour Party proposes, 
except insofar as in Sweden these measures had 
already been passed by previous governments. In 
Sweden the railways and the Central Bank had 
already been nationalized, though the latter has been 
run in the interests of the private joint stock banks. 
The Socialist Government altered the policy of the 
Central Bank along exactly the same lines as the 
Labour Party in this country proposes—namely the 
stabilization of prices and the provision of funds for 
the employment programme, which was the second 
item in the government’s policy. This employment 
programme included working class housing, roads and 
electrification. Finally the government is proceeding 
with the nationalization of other big industries. 

The Socialist Government came into power at a 
time of serious demoralization due to the Kreuger 
default. Economically, its policy has been a com- 
plete success. Unemployment has been very much 
reduced, industrial production has gone up to a record 
high figure, and, what is perhaps most surprising, the 
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value of government stocks has risen and the rate of 
interest fallen. 


A policy which has been such a success in a country 
so similar to our own should also be a success in this 
country. 


As forecast in the last issue of this Journal, the 
latest figures for world production of staple foodstuffs 
show a decline, while evidence from the leading coun- 
tries shows a slight increase in their food consump- 
tion. Stocks are being reduced, and in the case of 
wheat the effects of the drought may be to reduce 
stocks to very small dimensions, The agriculturist 
is thus in a slightly better bargaining position, as is 
shown. by the tables of relative prices. In Germany 
the rise in food prices has been brought about by the 
virtual exclusion of imports. In America the latest 
figures show another considerable rise in the prices of 
farm products, which has only been achieved by con- 
siderable reductions of acreage and destruction of 
crops which apparently they can neither give away at 
home nor export abroad. 


But these same tables show how adverse the posi- 
tion of the agriculturist is, and how low are the prices 
he is receiving. The migration of population from the 
land to the cities—in U.S.A., in India, in South 
America, in the tropics—everywhere in fact except in 
Europe, where agriculture is artificially protected— 
will go on as never before, 


The quantity and stefling value of world trade are 
now slowly increasing ~{fhough the gold value con- 
tinues to decline). But this increase is small com- 
pared with the increases of industrial production, and 
it appears that all the industrial countries have been 
becoming more self-supporting. Of the limited 
amount of world trade available, Britain has grabbed 
an increasing share by the devaluation of the pound 
and by the Ottawa Agreements, to the detriment prin- 
cipally of Germany. 


C. G. CiarK 


WHOLESALE PRICES AND COST OF LIVING 


Table & Food 
Average SECOND QUARTER OF YEAR 
1927-29 1931 1932 1933 1934 
Britain: Sterling 100 75.0 76.4 | 68.1 67.3 
do, Gold — — 58.0 4704 41.9 
U.S.A (Farm 
Products) 
Dollar 100 63.0 41.0 43-9 55.1 
do. Gold _ _ — 38.4 32.7 
Germany: Farm 
Products 100 80.9 69.6 62.4 68.5 
do, Imports 100 742 67.1 59.8 579 
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Table 9 Raw Materials and Semi-Manufactured Goods 
Britain: Sterling 100 74-5 69.8 72.8 77.6 
do. Gold — — 53.0 50.6 48.2 
U.S.A Dollar 100 71.3 58.7 59.8 72.6 
do. Gold —_ — — 52.2 43-0 
Germany ae 100 78.2 66.5 66.4 68.4 


Table 10 Finished Manufactures 
Average SECOND QUARTER OF YEAR 
1927-29 1931 1932 1933 1934 
Britain: Sterling; 100 85.2 79.1 76.1 77-5 
do. Gold = ay Meo. 52.9 48.2 
U.S.A.: Dollar| 100 8t.0 | 74.0 70.7 81.7 
do. Gold _— — — 617 48.5 
Germany: pro- 
ducers’ goods 100 96.9 87.7 84.1 84.0 
Germany: con- 
sumers’ goods 100 83.9 70.3 65.2 68.4 
Germany: total 100 88.8 76.7 72.3 74.3 
Table 11 Cost of Living 
“Britain ... «| £00 90.3. 882 84.1 85.2 
U-S-AL” as Pe 100 86.3 7704 71.5 78.0 
Germany 100 91.0 80.4 77.6 79.8 
France .. 100 111.8 101.4 98.7 98.5 


The most striking feature in the recent course of 
prices in the United Kingdom is the upward move- 
ment of food prices. In the Board of Trade’s index 
number of wholesale prices for August the figure for 
the food group had increased by 11% since the 
post-slump low record was reached last April, and was 
back at the level of two years before. In this group 
the most spectacular rise was that of cereals, which 
advanced in three months to the highest figure since 
September, 1930. ‘The increase in the index for the 
food group was in part of a seasonal nature, but more 
important were other influences, among which may 
be noted increases in the world price of wheat and 
other commodities. The figure for the materials 
group continued the downward tendency which began 
in March. ‘This was, however, the resultant of 
diverse movements in the various sub-groups: iron 
and steel remained steady, coal did not yet show its 
usual seasonal rise, and “‘Other Metals and Minerals’’ 
continued in their downward tendency; the upward 
trend of cotton prices, which began about two years 
ago, appears to have continued, while wool prices con- 
tinued in the fall which set in last February after the 
boomlet in that market during the autumn of 1933. 
The final index for all articles moved upwards again 
after its relapse in the spring of this year, and in 
August, at 63.6% of its 1924 base, was up to the 
level of thirty months before (February, 1932). 


The upward movement of wholesale food prices was 
reflected in the Ministry of Labour’s cost-of-living 
index number, which rose, mainly on account of the 
food items, rather more sharply than would be ex- 
pected from seasonal causes alone; at the beginning of 
September it stood at 148% of its pre-war level. 


There have been few noteworthy changes in the 
last quarter in prices abroad, whether measured in 
national currencies or in gold. In the United States 
dollar prices, both wholesale and retail, have shown 
a slight upward tendency, except those of farm pro- 
ducts, which have decreased. In Germany there has 
been a fairly general but rather slight upward ten- 
dency. In France wholesale prices continue to de- 
cline, while the cost-of-living index number, which 
has persistently remained at high levels, turned 
slightly downward. 

F. BROWN 
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MONEY AND DEBTS 


Table 12 Bank Rate (%) 
Average SECOND QUARTER OF YEAR 
1927-29 1931 1932-1933 1934 
Britain ., fo 4.89 2.67 2.5 2.0 2.0 
WES Ay ee rata 1.67 2.87 2.67 1.5 
Germany 6.64 5.67 5.0 ‘ 5 
France ... 4.09 2,0 2.5 : 


Exchange Depreciation (%) 


Britain ... de —_ = 24.1 30.5 37.8 
U.S.A. ... Ae ~ — _ 12.7 40.7 
Japan _... es 6.1 = 36.4 58.1 64.1 


Table 13 


Table 14 Bank Deposite—Current 
Britain (£ mil.)... } 989.0 | 914.0 | 829.0 )976.0 | 939.0 
U.S.A. ($ md.)... | 19.72 18.32 14.56 13.71 16.59 
Germany (Rm. 
md.) | 4.40 4-37 3.91 3.41 3.36 
France (Fr. md.) | 31.71 37.59 | 36.03 |! 34.03 | 29.82 
Table 15 Bank Deposits—Time 
Britain (£ mil.)... | 786.0 793.0 863.0 (944.0 , 893 
U.S.A. ($ md.)... | 13.8 13.66 | 10.75 8.69 i 
Germany (Rm. 
md.)| 7.27 6.1 4.09 
France (Fr, md. 0.8 i. 1.26 
Table 16 


Britain ... 57.5 
U.S.A. ... 24.6 
Germany 32.5 
ag ee xe 58.3 
apan (Jan. 1930 
ip ae 100) 88.5 
Sweden ... a 100 204 32.6 | Or 
Table 17 Interest Rate on Government Bonds (%) 
Britain (Consols)) 4.54 4.18 3.95 3.40 | 3.18 
U.S,A, (Treasury 
Bonds)| 3.54 3-33 3.76 3-47 3.02 
Germany (6% 
Bonds) (1928-9) | 7.19 7.0} 8.56 7.14 6.63 
France (Rentes)} 4.59 3.3 4.05 4-46 4.01 
Sweden (Govt. 


Bonds) | __ 4.58 4.02 4.46 4.22 3.68 


The £ continues its slow depreciation. The 
Economist, Fisher and Statistique Générale indices of 
British, American and French wholesale prices have 
been used in the following calculation to illustrate 
Table 18. Assuming equilibrium on September 18, 
1931, the exchange depreciation of the £ during the 
second quarter of 1984 should have been 22% (com- 
pared with 87.8%, its actual figure); and of the dollar 
should have been 28% (compared with 40.7%). (The 
£ was of course probably overvalued prior to our de- 
parture from gold.) If between the dollar and the 
franc we assume instead equilibrium on April 19, 1933, 
the calculated depreciation of the dollar reads 27% for 
the second quarter of the present year. On Septem- 
ber 5, 1984, this last figure had risen to 833% owing 
to a further rise in American and fall in French prices. 
The over-valuation of the franc would seem to be 
diminishing, but it seems doubtful how much further 
American prices can be expected to rise, or French 
prices to fall, in the near future. Meanwhile M. 
Reynaud’s articles in the French press in favour of 
a devaluation of the franc are considered sufficiently 
important for official reply by the Minister of Fin- 
ance. Assuming equilibrium on September 18, 1931, 
the calculated depreciation of the £ on August 29, 
1934, had risen to 26%; or, allowing for an over- 
valuation of 10% in 1981, to 84%. This suggests that 
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relative prices hardly justify the present weakness of 
the £ against the franc, though it may still be some- 
what overvalued against the dollar. 

The pace of recovery slackens somewhat. Domestic 
bank deposits have declined, as the above figures 
show, and in more recent months have in fact fallen 
still further. This may be partly due to the shortage 
of bills as a second line reserve, though Lank cash has 
also been slightly lower. The fall in deposits has not 
prevented a further rise in Bank Clearings, the Pro- 
vincial figures for the four second quarters, 1931 to 
1984, being £287; £298; £295; and £309 million. 
The decline in Advances has nearly spent itself, the 
figures for the nine clearing banks being (for the last 
four second quarters): £917; £854; £759; and £744 
million. 

The progress of German default has at last reached 
current commercial obligations. If the German 
foreign exchange situation is really as serious as Dr. 
Schact would have us believe, a proper devaluation 
of the mark can not long be delayed. The Argentine 
is able to convert its 5% external debt to 44%, partly 
as the result of good faith in the past, partly of the 
American drought. But the difficulties are not yet 
over for Argentine rails. 


H. BARGER 
EMPLOYMENT AND WAGES 
Table 18 Unemployment 
Nos. or R&GISTERED PERCENTAGE 
UNEMPLOYED (1000) UNEMPLOYED 


Average for Zad Average for and 
Average uarter Quarter 
1929 | $933 1934 §933 1934 
Great Britain ...} 1,262 | 2,586 16.5 
Germany «| 1,915 | 5,076 


France (partial) 10 312 
U.S.A, (estd.)} 3,000t 12,500 


* Employment Exchange Percentage + Labour Front Percentage 
$ Rough Estimate $ T.U. Weighted Percentage 


Table 19 Employment Indices (1929= 100) 
YEARLY AVERAGES SECOND QUARTER 


1932 1933 1933 1934 
Great Britain 91.7 94.8 94.2 99.5 
Germany eek 70.0 73.0 74.5 88.0 
France (1930= 100) 80.7 79.3 78. iy 
US PAG 3H 61.7 65. 


Table 20 Money Wages (1929=100) 
YEARLY AVERAGES 
1932 #933 1934 
Ser tee SRE ere a ie eer astavailabledate) 
Great Britain (all trades, 


weekly rates) 96.5 95.0 95.0 (June) 
Germany (all trades, : 
hourly rates) 82.0 80.0 ' 
France (men only, daily 
rates) 103.0 TOl.5 ig 
ULS.A. ‘ rcaeirice, ; 
ourly earnings) 25 82.5 .o (June 
U.S.A, (industries, 4 sithieasste 
weekly earnings) 60.0 62.0 73.0 (June) 
Japan (industries, 


daily rates) &9.0 86.0 |: 85.0 (Mar) 
No figures available 


Unemployment fell in Great Britain during the 
second quarter of 1934, and the index of employment 
came back almost to the level of 1929. The German 
figures show a further sharp decrease, due largely to 
the sharing out of the available work, and also to 
changes in the method of compiling the figures. The 
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Nazi ‘Labour Front’ has begun to publish a percen- 
‘ tage figure of unemployment, which comes out rather 
higher than the official figure based on the employ- 
ment exchange statistics. Both figures are given in 
the table for 1934; but the ‘Labour Front’ figures do 
not go back to 193838. In France unemployment is 
still higher than a year ago, but shows a partly 
seasonal decrease since the first quarter of the year, 
when the position was aggravated by the political 
crisis. In the United States there has been little 
change during the first half of 1984, though the index 
of employment shows a largely seasonal rise for the 
second quarter. 

In Great Britain by far the largest percentage falls 
in unemployment as compared with a year ago have 
been in the iron and steel and kindred trades and in 
most branches of engineering and the metal trades. 
These decreases, as well as those in other trades, are 
mainly due to improved conditions in the home mar- 
ket. Employment grew worse in the woollen and 
worsted industry, as compared both with the previous 
quarter and with a year ago. ‘There was no substan- 
tial change in cotton: in the coal industry there was 
a more than seasonal decline in employment, leaving 
the position little better than a year ago. Despite the 
further improvement in the general level of employ- 
ment, it remains very doubtful if much further 
advance can be made without a recovery of exports. 

France, despite a very slight turn for the better 
since political conditions became more calm, is still 
suffering severely from the deflationary effects of 
maintaining the gold standard. The proposed 
schemes of public works have not yet had time to 
mature. ‘There are still no statistics which give any- 
thing approaching a complete picture of the state of 
unemployment in France, but it will be observed that 
the employment index is distinctly better than in the 
first quarter of 1934, while still below the level of a 
year ago, and very far below that of 1930. The most 
recent figures show decreased unemployment in Paris, 
but a substantial increase in the provinces. 

In Germany, there is a great deal of short time 
working, which is not reflected in the published 
figures. The loss of exports and the shortage of raw 
materials owing to the drastic rationing of imports 
have reacted very adversely on a number of industries. 
Nevertheless the published figures of total production 
show a continuous advance; but this is by no means 
commensurate with the fall in registered unemploy- 
ment. Germany is undoubtedly following to the 
utmost of her power an internal expansionist policy, 
designed to increase employment, and every effort is 
being made to replace imported materials by substi- 
tutes produced at home (e.g., cotton by artificial silk). 
The extent to which unemployment and under- 
employment still exist is revealed by the employers’ 
returns, which show the actual hours worked in June, 
1934, as only 55% of the ‘possible’ hours, as against 
70% in 1928 and 46.5% in June, 1983. 

In the United States the index of employment rose 
slightly in April and May, and showed a decline in 
June, which brought it nearly back to the March 
level. It was, however, on the average better than in 
the previous quarter. This squares with the Trade 
Union figures of unemployment. Undoubtedly the 
‘New Deal’ encountered a set-back in June, following 
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a sharp fall in April in the activity of the construc- 
tional industries. No further improvement seems to 
be expected until the autumn; and the outlook still 
depends largely on the amounts expended by the 
Federal Government on public works. There have 
been many serious labour disputes, especially over the 
question of Trade Union recognition, which is still 
unsettled notwithstanding the nominal concession of 
the right of collective bargaining under the N.R.A. 
codes. 

Neither in Germany nor in France are any wage 
figures yet available for 1934 on a comparative basis 
with earlier years. A German official return for Feb- 
ruary, 1984, showed an average wage of RM 26.22 for 
all workers of both sexes, adult and juvenile. For 
separate industries the averages ranged from RM 32 
in metal to RM 20 for general workers. For textiles 
it was only RM 21.5 and for mining RM 24.7. Wages 
in Great Britain show no change. In the United 
States both hourly and weekly earnings were a little 
higher in the second than in the first quarter of 1934, 
and much higher than a year ago; but factory pay 
rolls in June stood at under 60% of the 1929 level— 
a decline in comparison with the two previous months 
(61-62%). The figures of wages for Japan have now 
been inserted in the table. Last quarter’s figures 
will be found at the end of the commentary. 

The following warning is repeated from the last 
issue. The statistics in this section illustrate trends, 
and should not be used to compare absolute amounts 


of rise and fall. 
G. D. H. Core 


TARIFFS AND TRADE AGREEMENTS 


Runciman’s most spectacular successes during the 
past quarter have been the trade agreements he has 
concluded with the three Baltic states on similar lines 
to the earlier British-Scandinavian agreements. 
Estonia, Latvia and Lithuania have agreed to take 
85%, 70% and 80% of their coal imports respectively 
from Great Britain and to encourage British imports 
of manufactured goods in return for a promise that 
no unfair discrimination will be shown against their 
agricultural products should it become necessary to 
regulate their exports to Great Britain. Many duties 
on imports from Great Britain were reduced; Latvia 
also agreed to take a quota of British herrings. The 
contracting parties ‘took notice of conversations’ be- 
tween local importers and British exporters for an 
increase of imports from Great Britain. 

‘These trade treaties with the Baltic states will prob- 
ably produce a similar expansion in British exports 
to that which has followed the Scandinavian agree- 
ments. ‘The increased importance of the countries 
round the Baltic as a British market is bound to have 
a profound influence on British foreign policy. An 
examination of the trade statistics for Memel shows 
how closely British interests are now bound up with 
the Lithuanian retention of their one outlet on the 
Baltic. During a period when the total volume of its 
trade was steadily increasing the British percentage of 
its imports rose from 4 in 1931 to 32 in 1933, and of 
its exports from 19 in 1929 to 48 in 1983. A further 
rise is likely to follow the conclusion of the recent 
agreement. ‘The desire to preserve the Baltic status 
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quo for economic as well as political reasons may well 
have played some part in the recent British encourage- 
ment of an Eastern Locarno. 

Runciman followed up his modus vivendi with 
France by a full trade agreement. Nc: only were all 
discriminatory taxes and regulations removed from 
imports, but France agreed to maintain the existing 
percentage of British coal imports, whilst Great 
Britain agreed to reduce the silk, artificial silk and 
certain horticultural duties and promised not to in- 
crease the duties on French brandy or sparkling 
wines. The reduction of the silk and artificial silk 
duties aroused some opposition at the Treasury owing 
to the large revenue which was thereby sacrificed. 
An attempt to conclude a full trade agreement with 
Holland broke down. Ina modus vivendi, however, 
it was decided that there should be no unfair dis- 
crimination in the allotment of quotas; each govern- 
ment obtained complete liberty of action with regard 
to customs duties. 

Germany’s economic difficulties have had a pro- 
found influence on Anglo-German trade. After 
threats to suspend all payment on government loans 
and commercial debts the German Government reached 
provisional agreements for a resumption of part of 
these payments with its principal foreign debtors. It 
did not propose, however, to meets its debts in the 
immediate future for recent imports from Great 
Britain. Lancashire and Yorkshire refused to do busi- 
ness on these terms, and their German trade has come 
practically to a standstill. ‘There has been no develop- 
ment of the British coal trade with Germany, which 
remains only slightly above the agreed minimum of 
180,000 tons a month. This figure for the whole of 
Germany is only 2,000 tons a month above the mini- 
mum which the small country of Lithuania has agreed 
to take from Great Britain. 

Great indignation was also aroused in Lancashire 
by the Australian attempt to build up a cotton indus- 
try and a boycott of Australian products by grocers 
serving the Lancashire cotton districts was threatened. 
The Australian Commissioner claimed in reply to a 
deputation that only 8% of Lancashire’s total trade 
with Australia would be affected by the duties. His 
government, however, promised to reconsider the 
matter after the General Election had taken place. 
The enforcement of the boycott has been therefore 
temporarily suspended. The Ottawa agreement with 
New Zealand has worked more smoothly. Consider- 
able reductions have been made in the duties on 
British imports in the revised New Zealand general 
tariff. ‘the new Indian steel tariff has continued the 
various British preferences; it is significant, however, 
that the share of the Indian market obtained by the 
Tata Company, the dominant Indian firm, rose from 
50% in 1927-8, when protective duties first became 
effective, to 72% in 1982-3. 

New quotas on British imports have come into be- 
ing with the extension of the Agricultural Marketing 
Schemes. Considerable opposition has been success- 
fully offered by the Dominions to attempts to place 
tariffs on the agricultural products exported to Great 
Britain or to restrict their supplies unduly. Elliot’s 
recent statement on his long-term livestock policy, 
which involves a levy on imports to provide a subsidy 
to home producers, shows that he still hopes to res- 
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trict imports from the Dominions. ‘The engagements 
given at Ottawa concerning the restriction of supplies 
have already begun to run out. It remains to be seen 
whether the National Government will dare to try 
and impose restrictions when free to do so. If they 
do they run a great risk not only of destroying the 
Ottawa agreements, but of creating inter-Dominion . 
bitterness. 

The imposition of quotas on the imports of foreign 
cotton goods with the object of restricting Japanese 
imports has been carried through without opposition 
in the majority of British crown colonies. This was 
not the case in Ceylon, where the Board of Ministers 
wished for some compensation in the form of a British 
duty on soya beans and other products competing 
with coconut products. The British government re- 
fused to grant this and enforced the quotas by an 
Order in Council. There does not appear to have 
been any strong popular feeling in Ceylon on the sub- 
ject. Restrictions on Japanese imports have also been 
enforced in French and Dutch colonies and in South 
Africa and China. 

Further increases of duties have been made by the 
British ‘Tariff Commission. These have covered 
certain horticultural products, aluminium and copper 
goods, bolts, nuts, screws and wire nails. ‘There have, 
however, been some reductions mentioned earlier as 
a result of the trade agreement with France. The 
general rise in tariffs has continued. As in the pre- 
vious quarter countries still remaining on the gold 
standard have been responsible for the principal 
increases, especially France and Germany. Increased 
tariffs have been placed by many countries on luxury 
articles. The scope of luxury, turnover and con- 
sumption taxes, especially in Yugoslavia, Rumania 
and Turkey, has been greatly extended in an attempt 
to reduce imports and raise revenue. France, Hol- 
land and Rumania have introduced the largest num- 
ber of new quotas during the quarter. France defi- 
nitely stated that many of those placed on agricul- 
tural imports were for bargaining purposes. Rumania 
sought drastically to restrict imports owing to her 
unfavourable balance of trade. British exports to 
Rumania were cut by 50%. 

The tendency shown in the last quarter to create 
state import monopolies has not been followed to any 
great extent. Switzerland has restricted the import 
of seed potatoes, edible oils, margarine and coconut 
fat to the société coopérative suisse des céréals et 
matiéres fourragéres and placed the control of the 
import of potatoes in the hands of the alcohol mono- 
poly. The Department of Public Economy, however, 
was given the right to grant quotas for part of the 
import of these goods to private firms in certain cases. 
The licence has definitely become the favourite method 
of controlling imports. The entry of a wide range of 
goods has been prohibited in many countries, save 
under licence; Latvia has even made all imports de- 
pendent upon the obtaining of a licence. The licence 
is usually used in conjunction with tariffs and fre- 
quently also with quotas. The granting of licences 
has generally been placed in the hands of the Minis- 
try dealing with commerce, but in some cases it has 
been given to state import monopolies. 

Among the many other attempts to restrict imports 
is the extension in the compulsory marking of goods 
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with the country of origin which has taken place in 
some countries. In Germany the Minister for 
Economic Affairs has taken the same dictatorial pow- 
ers over the import of industrial products as he 
already possessed over agricultural products. 
Jamaica has imposed a package tax on all packed 
goods taken into the island. Italy has prohibited the 
import or sale of margarine and butter substitutes 
save for use in the making of biscuits. Portugal has 
compelled importers of codfish to purchase the 
national catch before permitting imports. 


In certain cases complete prohibition of imports 
has been enforced. Some small countries such as 
Afghanistan have prohibited the import of luxuries, 
whilst Germany has continued her prohibition of raw 
wool and semi-manufactured goods. Anti-dumping 
duties have been imposed by South Africa on certain 
Japanese goods and by Australia on acetyl-salicyclic 
acid from Great Britain. Finland has taken powers 
to control imports from all countries controlling 
imports from Finland. 


A number of barter agreements have been con- 
cluded during the past quarter. The Anglo-French 
Agreement contained a provision for the exchange of 
pit props for Welsh coal, while German railway 
material has been exchanged for Brazilian coffee. The 
Polish Upper Silesian mines agreed to supply 880,000 
tons of coal to the Italian railways in return for Fiat 
motor car parts to be delivered to the State Engineer- 
ing Works at Warsaw. ‘This barter arrangement fol- 
lowed one made last year for the delivery of Polish 
coal in part payment for the construction of two new 
liners in Italy for the Gdynia-America line. 

Restrictions on exports have increased considerably. 
As a result of the drought most of the countries of 
eastern Europe have prohibited the export of cereals 
and/or feeding stuffs. Germany has prohibited the ex- 
port of copper and brass products save under licence 
and of rubber waste altogether. The U.S.A. has for- 
bidden the export of silver, while Czechoslovakia has 
instituted export licences for flour, cotton wool, etc., 
and Iceland for fish. Peru has imposed taxes on wool 
and cotton. In contrast to these countries Ireland 
has given new bounties on horses and lobsters, and 
Southern Rhodesia on beef and cattle exports; South 
Africa has instituted a tax on all cattle and sheep 
slaughtered in the Union to provide a subsidy for the 
export of these products. 

Small reductions in tariffs have been widely made. 
The U.S.A. and Poland were responsible for the most 
extensive; Poland again stated that most of her reduc- 
tions were only temporary in character. In re- 
modelling her tariff France reduced many duties 
whilst increasing others. New Zealand carried out 
considerable reductions in granting preference to 
British goods as mentioned earlier. Belgium with- 
drew luxury taxes on a large number of articles; they 
were atitomatically replaced, however, by a 24% 
sales tax. Australia removed an anti-dumping duty 
on kraft paper. 

The growing political friendship between Germany 
and Yugoslavia which followed the breach between 
Italy and Germany was accompanied by a trade agree- 
ment. Germany reduced duties on Yugoslav fruit, 
horses and fish in return for reductions on German 
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cotton goods, paper, glass, knives, musical instru- 
ments, etc. A similar agreement was concluded with 
Turkey. Germany also secured minor concessions in 
treaties with Uruguay, Switzerland and the Dutch 
East Indies. 


Czechoslovakia has been one of the most active 
countries in the conclusion of trade treaties during 
the past quarter; France, Finland, Bulgaria and 
Albania have all signed such agreements with her. 
France has also made commercial agreements with 
Belgium and Chile and Finland with Poland and 
U.S.A. ‘The regional pact between the Baltic states 
was preceded by an economic entente between Estonia 
and Lithuania in which the contracting parties gave 
one another very considerable tariff concessions. The 
growth of more sympathetic relations between 
U.S.S.R, and the Baltic states was shown by the ap- 
pointment of a Russian trade representative at Riga 
and the negotiation of an agreement in which Russia 
undertook to purchase the same volume of goods from 
Latvia as Latvia from Russia. 50% of the Soviet 
purchases were to be of agricultural produce. 


Improved relations between Germany and Poland 
enabled the latter country to reach an agreement with 
Danzig which facilitated the Polish use of that port 
and provided her with a market in the Free State for 
her agricultural products. Other trade agreements 
which have been made or have come into force during 
the last quarter are those between Holland and Por- 
tugal, Italy and Salvador, Italy and Bulgaria, Austria 
and Sweden, Spain and Rumania, Japan and India, 
and Ireland and Costa Rica. A supplementary agree- 
ment to that made in the last quarter was concluded 
between Austria and Hungary. Spain and Turkey 
reached a modus vivendi. Commercial agreements 
between France and Germany, Rumania and Yugo- 
slavia and Spain and Salvador were extended and 
those between Rumania and Portugal and Belgium 
and Nicaragua were denounced. 


The number of bilateral commercial agreements 
continued to be large. The scope of many of the re- 
cent treaties, however, has been very restricted. It is 
dificult to see how such agreements can produce any 
considerable improvement in trade until governments 
are more prepared to make departures from the policy 
of self-sufficiency. Most of the agreements, as in pre- 
vious quarters, were made between countries which 
were economically interdependent or politically sym- 
pathetic. Restrictions continued to be placed on the 
operation of the Most Favoured Nation Clause. 
Almost all of the contracting powers reserved the 
right to offer special commercial privileges to their 
neighbours or political dependencies or to enter a 
customs union at any time, should they wish. These 
restrictions were greatest in the case of Czechoslo- 
vakia. In a treaty with Albania the M.F.N. Clause 
was further limited by ‘the rights and privileges 
accorded by either party to a third state under multi- 
lateral conventions to which the other party has not 
subscribed except on condition of reciprocity.’ Her 
agreement with Bulgaria was on similar lines, bul 
made special reference to the possibility of the con- 
clusion of an international convention to regulate the 
sales of agricultural products. In an agreement with 
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Finland Czechoslovakia gave up certain rights she 
claimed in connection with the Anglo-Finnish agree- 
ment in return for a Finnish renunciation of rights 
under the Czechoslovak-Swiss agreement. If the ex- 
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ample of Czechoslovakia is widely followed one more 
nail will have been placed in the coffin of the M.F.N. 
Clause. 

JOHN PARKER 


THE INTERNATIONAL SCENE 


The outstanding developments of the past quarter 
in the international field are the ‘liquidation’ by 
Hitler on June 30 of the leaders of the S.A.; the un- 
successful Nazi putsch in Austria on July 25 which 
led to the assassination of Dollfuss; the admission of 
the United States to the International Labour Organ- 
isation on 21 August, 1934; and the preliminary steps 
towards the entry of the U.S.S.R. into the League of 
Nations, which will be an accomplished fact by the 
time this article is published. Over the same period 
the Disarmament Conference has continued to stand 
still; preliminary conversations in view of next year’s 
Naval Conference show ominous signs of probable 
breakdown; and the Franco-Russian attempt to pro- 
mote an Eastern Locarno has met with a blunt refusal 
from Germany, which is expected to be followed by a 
similar refusal from Poland. Poland has also an- 
nounced her intention of refusing to accept any inter- 
national supervision of her treatment of minorities, 
despite the fact that this was made a condition of the 
recognition of the new Polish State under the Ver- 
sailles Treaty. Poland has again moved further from 
France, and closer to Germany; but on the other hand 
Italy, in consequence of German implication in the 
Austrian Nazi putsch, has come much closer to 
France, and has now to be ranked among the ‘anti- 
revisionist’ Powers, despite her close relations with 
Hungary. Yugoslavia, while remaining on terms of 
friendship with France, has been induced by her hos- 
tility to Italy to come closer to Germany, and there 
have been rumours of a fresh Austrian Nazi putsch 
being prepared in Yugoslav territory. Schuschnigg 
has replaced Dollfuss as Austrian Chancellor; and 
Major Fey’s influence has waned as a result of his 
ambiguous conduct during the Nazi putsch. In Ger- 
many, Hitler, on the death of Hindenburg, has com- 
bined the offices of President and Chancellor, and 
thereby increased his constitutional authority and be- 
come head of the Reichswehr as well as of the civil 
government. .But the plebiscite by which this new 
consolidation of authority was authorized showed a 
considerably increased hostile vote; and there is no 
doubt that the measures taken against the S.A. leaders 
and the killing of von Schleicher and other well known 
persons have lessened the popularity both of the Nazi 
leadership and of the Fiihrer himself. 

Economically, the outstanding developments have 
been the growing foreign exchange difficulties in 
Germany, which have led to serious disputes with 
her creditors and to threats to suspend deliveries to 
German firms unless past consignments are paid for. 
New agreements have been made for partial payments 
of debts and for current imports, and a new and more 
complete control of imports has been instituted by Dr 
Schacht, who now combines the offices of Governor 
of the Reichsbank and Minister for Economic Affairs. 
In the United States, the ‘New Deal’ has been pass- 
ing through a period of considerable difficulty. There 


has been a set-back to production and employment; 
and there have been numerous labour disputes, chiefly 
over the continued refusal of the American employers 
to recognize the Labour Unions, and their insistence 
on maintaining ‘company unionism.’ Nevertheless, 
the election results in the traditionally Republican 
State of Maine appear to show that President 
Roosevelt’s popularity remains unshaken, and there is 
every prospect that he will continue his policy of try- 
ing to restore business activity by large-scale govern- 
ment spending on public works and relief, financed 
by loans. In France, the policy of deflation remains 
in force. The new budget estimates involve further 
substantial ‘economies.’ Foreign trade has fallen off 
further, and a slight fall in unemployment in Paris 
has been much more than offset by a sharp rise in 
the provinces. M. Marquet, the Minister of Labour, 
is urging that the policy of public works already 
agreed upon shall be speeded up in order to deal with 
the emergency. The Doumergue National Govern- 
ment, having surmounted the crisis caused by M. 
Tardieu’s attack upon the Radical leaders, appears to 
be safe until the autumn, and probably for longer. 
The French Radical Party seems to be in process of 
dissolution between right and left; and the French 
Socialists and Communists have at length succeeded 
in forming a ‘united front’ in opposition to the Fascist 
danger. In Italy, a series of decrees has carried fur- 
ther the constitutional evolution of the ‘Corporate 
State’; and in South America war continues in the 
Gran Chaco, despite the arms embargo accepted by 
nearly forty nations. 


EVENTS IN GERMANY 


In the course of June it became evident that some 
sort of political crisis was approaching in Germany. 
On June 9 it was announced that Captain Roehm, 
head of the Storm Troops (S.A.) had been given sick 
leave, and that all Storm Troopers would go on leave 
for the month of July, during which S.A. uniforms 
would not be worn. On June 18, the Vice-Chancellor, | 
von Papen, made at Marburg a strong attack on the 
‘left wing’ of the Nazis, and was understood to have 
done this with President Hindenburg’s endorsement. 
It was widely expected that von Papen would be 
compelled to resign; but he retained his office, though 
he appears to have dropped in practice out of the 
direction of affairs. On June 80 Hitler, Goering and 
Goebbels suddenly announced to the world the dis- 
covery of a plot by Roehm and other S.A. leaders, 
said to be in collusion with General yon Schleicher and 
‘a foreign Power,’ to overthrow the government. 
Roehm and numerous other S.A. leaders were 
arrested and killed; and von Schleicher and his wife 
were both shot dead, it was said in seeking to evade 
arrest. [hereafter the S.A., much reduced in num- 
bers, was reorganized under new leadership. Dis- 
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closures about the private lives of Roehm and his 
associates were made in order to popularize the kill- 
ings; and Nazi policy took a definite turn to the Right 
after the elimination of the ‘left wing’ elements 
centred in the S.A. The idea that Roehm was in 
any sort of collusion with von Schleicher, or that von 
Schleicher was actually plotting with France, is gen- 
erally discredited; but there was undoubtedly a ‘left- 
wing’ movement in the S.A., which Hitler, fearful of 
the hostility of his Conservative allies and of the 
Reichswehr, decided to suppress, thus throwing over 
his old comrades in order to consolidate his ‘right 
wing’ support. This action did a good deal to reduce 
his popularity and that of the Nazi regime; for the 
official story of the S.A. plot was not easy to believe. 

On August 2 President Hindenburg died; and Hitler 
at once decided to assume the office of President with- 
out ceasing to be Chancellor. This action, which 
required a constitutional amendment, was ratified by 
a plebiscite, held on August 20. In advance of this 
was published, on August 15, Hindenburg’s political 
testament, parts of which, in praise of Hitler and the 
Nazis, are of doubtful authenticity, Despite intensive 
Nazi propaganda, 4,294,654 votes were cast against 
the Nazis, and a further 872,296 papers spoilt. The 
vote in favour of Hitler as President-Chancellor was 
88,362,760, as against a Nazi vote of 40,609,243 in the 
plebiscite of November, 19388, when hostile votes 
numbered 2,101,004, and spoilt papers 750,282. ‘The 
indications of a growing opposition were therefore 
clear. Hitler’s assumption of the Presidency made 
him head of the Reichswehr, the professional army, 
as well as of the Government, and greatly enlarged 
his constitutional powers. The Reichswehr took a 
new oath of allegiance to him as head of the State. 
These events appeared to mark the end of National 
Socialism as a potentially anti-capitalist movement, 
and the decisive acceptance by Hitler and the remain- 
ing Nazi leaders of the ideas of conservative 
nationalism in the political field. The appointment 
on August 2 of Dr Schacht, already Governor of the 
Reichsbank, as Acting Minister for Economic Affairs 
as well, appeared to indicate a similar rightward con- 
solidation of Nazi economic policy. Dr Schacht at 
once proceeded, by a series of measures of control 
over prices, imports and foreign exchange, to tighten 
up State control over German trade and industry, and 
in his dealings with foreign creditors to threaten a 
complete moratorium in respect of debt payments. 
But he emphasized his determination to maintain the 
gold value of the mark unchanged; and in his hands 
the extended State control over industry would obvi- 
ously be used to maintain German capitalism, and not 
to attack or supersede it. 


Events In AUSTRIA 


Meanwhile, events in Austria were rapidly approach- 
ing a crisis. Measures approaching martial law were 
proclaimed on June 7, in consequence of the spread of 
organized Nazi outrages. On June 25 the new Aus- 
trian Corporative Constitution was announced, to 
come into force on July 1. On July 26 there occurred 
the unsuccessful Austrian Nazi putsch, in the course 
of which Nazis, with the complicity of high officials 
in the police and Civil Service, occupied the Chancel- 
lery, and took prisoner Herr Dollfuss, Major Fey and 
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other leaders of the government. Dollfuss was shot 
by a Nazi; but there was no general rising, and the 
putsch was successfully put down by the Heimwehr 
and the regular Army. Major Fey, who was captured 
with Dollfuss, played a singularly ambiguous part in 
the movement, and was widely suspected of some sort 
of complicity. Dollfuss was succeeded as Chancellor 
by Schuschnigg, like him a fervent Catholic. As soon 
ag the attempted putsch was known, Mussolini moved 
troops to the Austrian frontier. The German Nazis, 
whose complicity in the movement was sufficiently 
clear, did not dare to intervene, for fear of provoking 
a war for which they knew they were not prepared. 
The German Ambassador in Vienna was recalled for 
involving himself with the question of a safe-conduct 
for the rebels, and Herr Habicht, German Nazi 
director of propaganda for Austria, was hastily dis- 
missed, and the Austrian Nazi Legion, which had 
been trained on German soil, was disarmed and 
broken up. Von Papen was sent to Austria as 
special envoy, to re-establish good relations between 
the two countries. The Austrian Socialists, despite 
the desire of a few of their leaders to make common 
cause with the Nazis against Dollfuss and the 
Heimwehr, made no move during the July events. 
The Schuschnigg Government announced its intention 
of continuing Dollfuss’s policy, and Schuschnigg at 
once visited Italy in order to emphasize his reliance 
on Italian support. The new Chancellor is known as 
an advocate of Hapsburg restoration; but it is appar- 
ently still considered inexpedient to raise this issue. 
Austria, as we write, is appealing to the League for 
further financial help, having the cost of two civil wars 
to meet in addition to usual budgetary expenditure. 


THE POSITION IN FRANCE 


In France, political hostilities have been suspended 
until October, and the Doumergue ‘National’ Govern- 
ment remains in power. It has, however, had already 
to face several crises. ‘The first of these arose over 
the ‘economy’ measures put forward for the purpose 
of balancing the Budget, which involved cuts in both 
public salaries and soldiers’ pensions, and roused 
widespread opposition. Finally, the ex-soldiers’ 
organizations decided to suspend action till October, 
and thus gave the government a reprieve. On July 
21 a further crisis arose in consequence of a speech 
made by M. Tardieu, the leading representative of the 
‘right’ in the government. M. Tardieu strongly 
attacked the Radical leaders, especially the ex-Prime 
Minister, M. Chautemps, despite the association of 
the Radicals with the government. This attack caused 
a demand from the ‘left’ Radicals for M. Tardieu’s 
removal, or, failing that, Radical withdrawal from the 
coalition. M. Herriot, the leading Radical in the 
government, successfully held out against these de- 
mands at a meeting of the Radical Party; but there 
have been several important secessions from its ranks. 
Meanwhile, the French Socialist and Communist Par- 
ties have agreed to form a ‘united front’ against 
Fascism; and this appears to be working effectively, 
though the rival Communist and orthodox Trade 
Unions have not yet been persuaded to reach a simi- 
lar agreement. The economic situation in France is 
bad, and continues to worsen; and this has caused 
serious unrest, leading to a strengthening both of 
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Socialism and Communism and of Fascism at the 
expense of the middle parties. M. Marquet, the Neo- 
Socialist Labour Minister, is demanding an intensi- 
fication and speeding up of the policy of public 
works, to be financed out of loans, which the Cabinet 
has already approved in principle. But the govern- 
ment, determined to preserve the gold standard with- 
out devaluation of the franc, is pressing on with fur- 
ther measures of budget economy, which are likely to 
make the economic situation even worse. French 
Fascism does not seem to be strong outside Paris: the 
signs are that, in the provinces, the recent movement 
of political opinion has been to the left more than to 
the right. But there is a great and growing disillu- 
sionment with orthodox politics, which has in it the 
seeds of either right or left extreme movements. Ina 
military sense, France is busy strengthening her arma- 
ments owing to the government’s growing fear of 
Germany; and elaborate appropriations have been 
made for the building of new fortifications on the 
French frontiers. Diplomatically, the French ‘have 
been seeking to consolidate their friendships and 
alliances in the Danubian and Balkan States, to 
secure the erttry of the U.S.S.R. into the League of 
Nations, to win Poland back from its association with 
Germany, and to procure the signature of an ‘Eastern 
Locarno’ Pact, which Germany and, in effect, Poland 
have now refused to enter. Franco-Italian relations 
have greatly improved, in view of the quarrel be- 
tween Germany and Italy over Austria; and there is 
a growing tendency for France and Italy to make 
common cause in dealing with Central European 
problems, and for the French to be readier, as a quid 
pro quo for support in Europe, to give the Italians a 
freer hand in Africa and to agree to a settlement of 
outstanding disputes about the Libyan boundary, 
Italian claims in Abyssinia, and the position of 
Italians in Tunisia. 


THE POSITION IN SPAIN. 


In Spain, the Samper ‘Radical’ Government remains 
precariously in office, dependent on the toleration of 
the right wing parties, headed by Gil Robles and his 
Catholic Action. The government’s position has be- 
come substantially weaker owing to its disputes with 
Catalonia and the Basque Provinces. ‘The Catalan 
Land Law, which is designed to enable small occu- 
piers to acquire their land on easy terms, was de- 
clared invalid by the Tribunal of Constitutional 
Guarantees, on the ground that land legisla- 
tion was a matter to be determined by the 
Spanish Cortes and not by the regional Catalan Parlia- 
ment. The left-wing Catalan Government refused to 
give way, and threatened defiance; and the Samper 
Government finally accepted a compromise which 
granted most of the Catalan claims. This provoked 
great indignation among the right-wing parties sup- 
ported by the landowners, on which the government 
depends; and there have been many threats to turn 
it out in favour of a Catholic Government under 
Robles. On the other hand, the Samper Government 
has been at issue with the Socialists, who have been 
threatening rebellion as the work of the Azaiia 
Radical-Socialist Government is undone. Local 
‘united fronts’ between Socialists and Syndicalists, 
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and sometimes Communists also, have been formed 
in many parts of Spain. There have been numerous 
strikes, a good deal of sporadic violence, seizures of 
arms, and arrests of working class leaders. The out- 
look is highly uncertain, with the possibility of the 
advent of a Robles Government followed by a violent 
conflict with the Socialists. Only the fear of Cata- 
lonia restrains the Spanish Right from taking power; 
but the position is further complicated by the demand 
of the Basque Provinces for autonomy on the lines of 
the Catalan Statute. Basque Nationalism is largely 
of the extreme right; but in its present conflict with 
Madrid it finds itself in alliance with Catalonia and 
even with the Socialists. 


ITALY 


A series of decrees published on July 8 completes 
the Corporative structure of Italian economic life. 
All the 22 Corporations into which Italian economic 
activities have been divided have now been set up, 
though the elections for the Corporative Councils are 
not yet complete. The further step of creating a 
central body representative of all the Corporations, 
intended to replace the existing Chamber of Deputies 
wholly or in part, is not likely to be taken for some 
time yet. The names of those proposed for election 
to the Councils have all to be approved by the Minis- 
ter of Corporations before the choice can be valid: so 
that the Fascist dictatorship maintains a tight hold 
over the new economic structure. Recent develop- 
ments in Italy’s political attitude have been dealt with 
in the opening paragraphs of this article. 


U.S.S.R. 


Apart from the changes incident to Russia’s join- 
ing the League of Nations, the chief Russian develop- 
ments of the past few months have been first the dis- 
appearance of the Ogpu (special political police) as a 
judicial authority, and the creation of a Commissariat 
of Internal Affairs to take over most of its functions; 
and secondly, a series of measures designed to com- 
bat bureaucracy by decentralizing the control of Rus- 
sian industry. The changes in the judicial and police 
organization mean that many cases previously handled 
by the Ogpu will now be tried in the ordinary courts, 
and that the welfare functions, such as the care of 
homeless children, previously in the Ogpu’s hands, 
will pass to the new Commissariat. Of still more 
importance is the decentralization of Russian indus- 
try, which has been handed over to the constituent 
Republics of the U.S.S.R. Planning will remain an 
All-Russian, activity, and agriculture will also remain 
under central control. But both heavy and light 
industries are to be reorganized on a regional basis, 
each Republic being responsible for the financing and 
control of its own enterprises. "The Soviet press has 
been engaged, in connection with this change, in a 
campaign against bureaucracy, the attempt to cen- 
tralize industrial control over so vast a country having 
led to a great deal of red tape and delay in procuring 
the requisite authorizations of supplies and money. 

Internationally, the U.S.S.R. was recognized in 
June by Czechoslovakia and Rumania. ‘The Eastern 
Locarno proposals are breaking down in face of Ger- 
man and Polish hostility. In the Far East the dis- 
pute over the Chinese Eastern Railway remains un- 
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settled. Russia has reduced her demand for pay- 
ment to within measurable distance of the Japan- 
Manchukuo offer; but the Japanese, who accuse the 
Russians of encouraging banditry in Manchukuo, have 
continued to arrest Russian railway employees, and 
seem to aim at making the railway unworkable under 
Russian control. i 


JAPAN. 


The Saito Government fell on July 8, mainly in 
consequence of the implication of certain of its mem- 
bers in a financial scandal connected with the rayon 
industry. It was replaced by a Cabinet under 
Admiral Okada, which is likely to take a more 
intransigeant line in the forthcoming negotiations 
concerning naval armaments. 


U.S.A. 


The ‘New Deal’ has been passing through a difficult 
period, and business conditions have ceased to advance 
for some months past. In June the Darrow Report, 
drawn up by a well known Radical lawyer, put the 
case of the Radicals against the effects of the N.R.A. 
in helping big against small business, and encourag- 
ing combines to raise prices. In August, on the other 
hand, the Roosevelt policy was strongly attacked 
from the right by a coalition of conservative Republi- 
cans and Democrats, including Mr Al Smith, calling 
themselves the Liberty League. On August 9 the 
government nationalized all stocks of silver in the 
United States, and thus took a further step towards 
enlarging the metallic basis of the currency. ‘There 
were rumours after this action that the gold value of 
the dollar was to be again forced down; but no infla- 
tionary action has been taken, and seems not to be 
expected. The resignation of the Budget Director 
provoked further rumours later in the month; but his 
disagreement with the President’s policy appears to 
have arisen only out of the impossibility of balancing 
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next year’s budget in view of the need for continuing 
large government expenditure on public works, agri- 
cultural subsidies, and relief of unemployment, for 
which the appropriations already voted are nearing 
exhaustion. The N.R.A. has been reorganized so as 
to reduce the number of separate industrial codes 
from 862 to about 250, with some simplification of 
their content. Other American developments have 
been commented on in the opening paragraphs of this 
article. 


OTHER COUNTRIES 


There was an attempted military coup d’état in 
Lithuania on June 7, implicating Valdemaras, the late 
‘dictator,’ who was imprisoned on the failure of the 
movement. On June 18 the Bulgarian ‘dictator,’ Col. 
Georgieff, who seized power in May, announced that 
he would govern as dictator for a year, pending the 
introduction of a ‘Corporative’ constitution on the 
Italian model. Early in July the Rumanian Govern- 
ment dissolved all Nazi organizations in the country, 
and on August 6 the Belgian Government dissolved 
the Dinasos, a leading body of Belgian Fascists. The 
Belgian Government also secured from Parliament ex- 
ceptional economic powers, to enable it to adopt emer- 
gency measures in view of the economic crisis. In 
the first week of July there were serious troubles in 
Amsterdam, in consequence of the government’s 
action in reducing unemployment relief. ‘The work- 
ers barricaded themselves in certain quarters of the 
city, and there were a number of deaths in the course 
of the suppression of the troubles by the military. 
There were similar troubles on a smaller scale in 
Rotterdam. On August 81 the Baltic Pact, providing 
for political as well as economic collaboration, was 
initialled by delegates of Latvia, Estonia and Lithu- 
ania. In China, the Kiangsi Communist forces, after 
advancing in July to within a short distance of 
Foochow, withdrew again to the hills in early August. 


G. D. H. Cork 


RESEARCH ARTICLES 


ARMAMENTS AND THE ORGANIZATION OF INDUSTRY FOR WAR PURPOSES 
W. O’D. Prerce 


“The Labour Party is determined that the ‘Profit’ must be 
taken out of war. In accordance with the demand of the 
authorized spokesman of eight and a half millions of Ex- 
Service Men who fought in the last war, the Labour Govern- 
ment will propose ‘the total abolition of the Private 
Manufacture of Arms and Munitions, which the Members of 
the League have agreed in the Covenant is open to grave 
objections.’ 

It will further propose that the Trade in Arms shall be 
controlled by a system similar to that established by a recent 
General Convention for Dangerous Drugs.’’ 


(Labour’s Foreign Policy, July, 1933, p. 22). 


“The next Labour Government would take immediate steps 
to put an end to the race in armaments and the growing 
danger of war. ... The plan will provide for... 


(d) the nationalization and drastic international control of 
> 


. 


and trade in arms; ... 
(For Socialism and Peace, July, 1934, p. 8). 


The long drawn out and inconclusive discussions at 
the Disarmament Conference have emphasized the 
importance of carefully estimating the value of the 
approach to the problem of the prevention of war by 
disarmament. The controversy of ‘Security first, 
then disarmament’ or ‘Disarmament first to give 
security’ still drags on in the international arena at 
Geneva. Most of the major and many of the smaller 
countries have recently increased their expenditure on 
direct armaments. This increase underlines the 
necessity for Socialists to make up their minds on 
what should be the policy of a Socialist Government 
in regard to the arms industry. Home and inter- 
national policies cannot be divorced, but must be con- 
sistent and interlocked. 

The League Gran Chaco Commission reported that 


Septe nber 1934 


the Bolivia-Paraguay war was made possible only by 
the import of arms from outside Powers, including 
America, Great Britain and other members of the 
League or of the Disarmament Conference. World 
opinion is thoroughly convinced that the ‘grave ob- 
jections’ to the private manufacture and trade in 
armaments have been fully established. Yet the 
League discussion on the Gran Chaco dispute shows 
that legal and political reservations can make effective 
action practically impossible. ‘The political power of 
the armament industry has been clearly shown to be 
one of the greatest obstacles in the way of stopping 
‘Murder for Profit.’ Sir Charles Craven,! Manager 
of Vickers Armstrongs, in writing to an American 
armament firm, the Electric Boat Company, about an 
Admiralty contract, said that his ‘friend at the 
Admiralty will help us, as he tried to get all five 
submarines for us last year.’ National ‘security’ 
through more armaments is interlocked with ‘friends’ 
in the government offices, and international under- 
standings between armament firms. Since England is 
the leading exporter of armaments today, this prob- 
lem demands the special attention of a British 
Socialist Government. 


The present situation, however, has, from its very 
urgency, created certain dangers. The failure of the 
Disarmament Conference is tending to produce the 
attitude of mind that some agreement must be found, 
no matter how weak and ineffective that agreement. 
The dangers of such a course should be clear to every- 
one. Whatever the result of the Conference may be, 
its findings must be critically examined and the dan- 
gers concealed behind them exposed. ‘The present 
tendency ‘to make the world safe for re-armament’ 
must be given the widest possible publicity. In the 
same way the actual possibility of the control of the 
private manufacture of armaments or of the nation- 
alization of the armament industry alone must be 
examined in relation to the structure of that industry. 
It cannot be assumed that the possibility of nation- 
alizing the armament ring alone has been established. 


It is the purpose of this article to consider some of. 


the problems which any such scheme must take into 
consideration. 


THE PRODUCTION OF ARMAMENTS 


The armament industry is not a group of firms 
manufacturing any special product. It consists of a 
group of firms in the iron and steel, chemical, oil, 
aviation and general engineering industries. This 
group is completely under private ownership, but its 
production is supplemented by War Office plants and 
arsenals and Admiralty dockyards. All the firms con- 


cerned maintain plant and equipment, not in general - 


use, which can immediately be utilized in the manu- 
facture of munitions. The government contracts to 
the firms concerned recognize that the maintenance 
of the specialized equipment must be paid for in the 
price of the munitions actually supplied, or by sub- 
sidies given to the industry. Since 1918, however, 
other groups of industries have been added to the list 
—industries the lack of which handicapped the de- 


1See press reports on American Senatorial Inquiry into 
Arms Trust activities (especially September 6, 1934). 
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velopment of the war machine in England in the last 
war. ‘These industries have been developed under 
the Trade Facilities Act and Import Regulation Acts, 
and have been aided by research grants. ‘The best 
known examples are the Optical and the Dyestuff 
industries. In a war every industry in the country 
becomes an essential link in the wartime organiza-. 
tion. While most people realize this, few realize that 
this wartime basis is being maintained and organized 
in this and other countries now. 


Three different types of factory are utilized for 
armaments production on the outbreak of war : 


(a) Firms already equipped for armament production 
but working far under maximum output. 


(b) Firms easily convertible or necessary for war 
material. These are already on the War Office 
List with detailed plans worked out. 


(c) Kirms which have normally very little direct rela- 
tionship to the war problem. 


The necessary change-over time for firms in section 
(a) is very short; for section (b) the time varies with 
the industry concerned, e.g., poison gas and aircraft 
can be turned out very rapidly, while tanks and artil- 
lery require a longer time. 


ENGINEERING INDUSTRY 


The extent of the time lag for firms in (c) may be 
illustrated by the results of the Manchester and 
District Armaments Output Committee. This Com- 
mittee was appointed in April, 1915, and eventually 
controlled all the non-armaments factories in war 
production in the Lancashire area as well as the 
National Factories set up in; the area. A firm of gas 
engineers was given a contract on 19 June, 1915, 
and delivered 500 18-pounder H.E. shells on 4 
September, 1915—a period of 11 weeks, out of which 
it was calculated that 4 weeks were lost owing to de- 
lays in other branches of the industry. 


The actual rate and volume of shell and proof shot 
output attained by the non-armament engineering 
firms and the National Shell Factories under this 
Committee is shown in the following table: 


Value in 
Year No. of Shells pounds sterling 
1915 
(six months) 120,000 144,000 
1916 1,903,000 2,737,000 
1917 8,522,000 4,387,000 
1918 
(eleven months) 4,524,000 5,820,000 


This production was attained by non-armaments 
firms in an area where actual armaments firms were 
also competing for raw material, etc., and where many 
other firms were working on other war products. 
Further time was, of course, necessary to get this 
material assembled and to the Front. Many writers 
state that the total time taken from the start of shell 
production to the firing of the shell was a period of 
6 to 9 months.2 ‘This was the ‘time lag’ involved 


2Lefebure, Scientific Disarmament. Gollancz, 1931. 
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in the production of these armaments in the last war. 
There can be no doubt that recent military industrial 
preparations have reduced it considerably. 

There are two industries to which special attention 
must be paid. The chemical and the aviation indus- 
tries are the most difficult industries to demilitarize, 
and in combination they can supply from their own 
resources all the essentials for a devastating and swift 
aggressive attack. There also exists the possibility 
of developing these industries so. that war prepara- 
tions can be isolated from the general industrial com- 
munity, and direct action by the Labour Movement 
against an aggressive attack on other nations may be 
prevented or made very difficult. It is therefore of 
fundamental importance to Socialists to understand 
something of the structure, the capacity and the time 
interval required to develop these industries for pur- 
poses of war. 


CHEMICAL INDUSTRY 


A Committee of Armaments Engineers says: 
“Should there ever be another Great War in which 
highly civilized or developed nations oppose one 
another, which God forbid! (sic), it may be, as some 
think, that it will fall to the chemists rather than to 
the engineers to play the chief part in supplying the 
weapons then to be used.”’ This view is shared by 
many prominent military experts. The problem of 
chemical production for war purposes falls naturally 
into two sections. First the manufacture of standard 
chemical munitions and the knowledge about the time 
factor involved in large volume production gained 
from the last war. Second, the development of 
newer instruments for future chemical warfare—and 
modern industrial preparations for their mass produc- 
tion. 

The first section is mainly concerned with explo- 
sives, the raw materials necessary for their produc- 
tion, and the earlier standard poison gases. 1914 
found England very badly handicapped for certain 
large-scale chemical industries, To take an ex- 
ample, the total pre-war output capacity of T.N.T. in 
this country only equalled 20 tons per week, but dur- 
ing the war the speed of the nitration process was so 
much improved that the time was quickly reduced 
from 40 hours to 10 hours.3 A similar striking develop- 
ment was made in many other chemicals, e.g., oleum 
for sulphuric acid production, which was very scarce 
in 1914 and had to.be imported, reached a monthly 
average production of 115,000 tons in January, 1917. 
New types of ammonium nitrate explosives (amatol) 
were also very rapidly developed, and M.D. cordite 
was successfully replaced by R.D.B. cordite. 

For chemical warfare liquid chlorine, phosgene, 
phosphorus, chloropicrin, mustard gas, etc., were 
eventually turned out on an enormous scale. The 
wartime production of these gases on a large scale 
illustrates one of the peculiar difficulties which then 
existed in the production of chemical armaments. 
All these gases were known to chemists in England, 
France and America, but only Germany was able to 
produce them on a mass scale. In England 9 
months and perhaps £1,000,000 were wasted in trying 
to turn a laboratory process for making mustard gas 

3See Macnab. J.S., C.I., 1922. 353 T. 


14 


September 1934 


into a large-scale method. Actually it took the 
Allies over 9 months to turn out this gas in suff- 
cient quantities and another 6 to 9 to produce mustard 
gas shells. 

The results of experience in the Great War was 
that most countries decided that the maintenance of 
at least a skeleton chemical armament industry was 
essential. The Allied Commissioners to the Rhine- 
land factories at the end of the war were impressed 
by the ease with which these factories had been able 
to handle the very deadly, skin-attacking, organic 
arsenic compounds (e.g. diphenyl-chlorarsine) used 
in Blue Cross shells. The change over from normal 
chemical production to making these poison gases 
took only a few weeks. Since the war, therefore, it 
has become the practice of war departments to see 
that a considerable chemical industry is maintained, 
to develop scientific research both inside and outside 
the department into noxious substances capable of use 
as poison gases, to arrange for small scale production 
of these gases, and finally to develop alternative 
methods by which their large scale production can be 
efficiently carried out by the existing chemical indus- 
try of the country. 

While England found herself undeveloped on the 
chemical side at the beginning of the last war, Ger- 
many was in 1914 cut off from Chilean nitrates—the 
basis for her explosives. The Haber-Bosch process 
for the fixation of atmospheric nitrates had been 
started in 1918; it was the enormous development of 
this and other processes which enabled Germany to 
continue fighting. By 1927 Germany was able to turn 
out 500,000 tons of fixed nitrogen per annum. In 
England the transport of Chilean nitrate forced the 
government to consider the development of nitrogen 
fixation, and in 1917 the first plant was established, 
but expansion was delayed owing to the pressure of 
other war work. Eventually the government re- 
quested Messrs. Brunner, Mond Co. (now the I.C.I.) 
to take over this work. Synthetic Ammonia and 
Nitrates Ltd. was founded and started building at 
Billingham. Its experimental semi-scale production 
plant came into operation in May, 1921. Plants were 
developed for the production of 250 tons of sulphuric 
acid per day. The sulphate radical is supplied from 
the anhydrite deposits under the works, thus making 
the plant independent of imported sulphur com- 
pounds. In 1927 the unit was enlarged so as to aim 
at the producion of 165 tons of ammonia per day. 
Subsidiary plants to give nitric acid, ammonium 
nitrate, nitro-chalk, etc., are also in operation. In 
order to supply the necessary high pressure steel 
valves required on the fixation plant, an engineering 
unit has been designed and developed at these works.4 
Thus the nitrogen output necessary for the next war 
has been established. Recently special government 
grants have been given to the I.C.I. to aid the devel- 
opment of synthetic petrols and lubricants, thus 
enabling the Navy to be free from the burden of 
transporting large quantities of oil fuel and securing 
a certain supply of synthetic petrol for our Air Force. 

One other example of this development is the well 
known Dyestuffs (Import Regulation) Act 1920. The 
Balfour Committee on Commercial and Industrial 
Policy was responsible for the regulation of dyestuffs 

4Lt.-Col. G. P. Pollitt, J.S., C.I. 1927, p. 291 T. 
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imported into this country, the original idea being 
to continue the restriction only until 1980, but after 
some controversy the restriction has been retained, 
for military reasons, in spite of the united protest of 
all the dye users. ‘The chemical warfare and explo- 
sives industries require strong dyestuff factories in 
order to avoid the time lag of 1914-18. So important 
is this to the War Office that all processes developed 
by British Dyestuffs Corporation (I.C.I.) must be 
open to the inspection of the chemical experts of the 
Fighting Services. One result of this modern de- 
velopment means that our war machine is so inter- 
locked with industry that the time lag between peace 
production and the manufacture of war munitions 
has been very greatly reduced. Furthermore new and 
up-to-date processes are developed, systematic sur- 
veys of industrial production are constantly being 
made, so as to eliminate weak links in the war 
machine. In this way most of the delays which 
occurred in 1914 will be avoided and the country con- 
verted from normal industrial production to an 
organized munition production in the smallest pos- 
sible time. 


AVIATION INDUSTRY 


The general effect of the war on the technical de- 
velopment of aviation is too well known to need any 
emphasis. In 1914 Germany had 1,000 efficient 
planes, France 400, England 300, America 200; in 
1918 Germany had 11,000 planes, lrance 12,000, 
England 14,000 and America 10,000. ‘This enormous 
expansion in quantity was accompanied by an even 
more striking increase in technical efficiency in speed, 
load carrying and in operating height.5 The type of 
organization required to build up these fleets may be 
gauged from the fact that 100,000 parts were required 
for a Handley Page bomber. 

The post-war position has changed so much that it 
is useless to dwell on war problems. We should re- 
member, however, that even a controlled aviation 
industry could be expanded with far greater rapidity 
today than was possible in 1914. 

It is always admitted that the control and demili- 
tarization of aviation is the most difficult disarmament 
question. The difficulty has been increased by the 
deliberate policy of all the major nations of subsidiz- 
ing their aviation industry as well as their flying 
clubs. That civil aviation is an essential supplement 
to the military section needs no proof. The following 
table gives some indication of the increase in the 
aviation industry which has occurred in recent years. 


AMERICAN INDUSTRIAL AIRCRAFT EXPANSION® 


1929. 19380. 1931. 1982. 
Licensed Planes 38,125 4,974 6,057 10,780 
Licensed Pilots — — 18,000 17,789 
Export of Planes 
(in millions 
of dollars) ... 9.8 8.8 4.8 7.9 


The military air strength of a nation depends not 
only on the number and type of military planes it has 


5 America’s Munitions, an official] U.S.A. record. 


6From Fradkin : The Air Menace and the Answer. 1934. 
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on its active service list, but also on the possible 
monthiy output of airplanes in war emergency. ‘The 
following figures illustrate the capacity of the large 
nations and were given by Brigadier General Drum 
at the U.S. President’s Aircraft Board in 1925: 


THe MInITaRyY STRENGTH IN POTENTIAL OUTPUT OF . 
THE LEADING EUROPEAN NATIONS IN 1925 


Mil Commerctal Total Min: tenthly ontomt 
United 
States 2,566 10,780 138,346 2,000 1,200 
Gt. Britain 
(incl. India) 2,540 1,024 3,564 3,500 1,500 
France .. .4,675 1,500 6,175 2,700 1,500 
Germany _ 1,067 1,067 2,000 800 
Russia 2,000 ? ? ? ? 
Italy 1,600 684 2,284 300 800 
Japan 1,350 92 1,442 60 500 


The figures given in the last two columns are very 
conservative. 


The military staffs work constantly against all con- 
trol of the aviation industry. They may honestly 
carry out the technical regulations laid down with 
regard to the number of military aircraft, but they 
are compelled to see that the maximum potential 
supply from civil sources is also available and that 
the ‘time lag’ behind production of efficient aviation 
is extremely small. Another lag to be considered is 
the speed with which commercial planes can be con- 
verted into effective aggressive units. All experts 
are agreed that (a) the speed of industrial conversion 
is at present very high and that (b) any attempt to 
control military aviation without controlling civil 
aviation is completely futile. The Wright Aeronauti- 
cal Corporation of New Jersey states with regard to 
their latest Cyclones (Series F) engines that: 


“The progressive policies of the U.S. Army and 
the U.S. Navy Technical Staffs are constantly rais- 
ing standards of performance of military aircraft 
engines. As new tactical problems arise, new 
equipment is required to meet them. Specifications 
call for planes of far greater sbeeds, wider operating 
ranges, heavier armament loads and increased per- 
formance at higher altitudes. 


Army strategy required a. bomber of superior 
performance. The Gienn L. Martin Company was - 
awarded the contract, and designed an entirely new, 
low-wing, all-metal, twin-engine type, powered by 
two Wright (Series F) Cyclones. When the first of 
these planes was completed and flight tested, its 
outstagding performance proved it to be the fastest 
twin-engined plane in the world—a formidable 
weapon for aerial offense.’’7 


Designs and specification for War Offices are con- 
stantly being executed by industry under sealed 
patents. The details of the complete War Office con- 
trol of all patents in this country have been published, 
as well as the close links and direction of ‘pure re- 
search work’ in the interests of the Fighting Ser- 


7U.S. Army and Navy Register, June 30, 1934, p. 509. 
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vices.8 We may conclude that at present the devel- 
opment of the aviation industries of all the leading 
powers is on a war basis and that the possibility of 
demilitarizing aviation is exceedingly remote and 
perhaps quite impossible without the nationalization 
of the industry. 


THE WAR OFFICE AND INDUSTRY 


This brief survey shows that the modern mechanized 
war machine requires not only an armament industry 
to support it, but every available industrial unit also. 
The minor ‘key’ industries have also been planned 
to work in with the system. Most of the major and 
some of the industrialized minor countries are already 
zoned for the purposes of war production. Each zone 
has a military officer, usually a Colonel, at its head, 
who is responsible for collecting information in the 
area about (1) the number and kind of factories, (2) 
their productive capacity under possible war demands, 
(8) their availability for war purposes, (4) detailed 
estimates of man power for military and industrial 
purposes, (5) a definite plan for the immediate con- 
version of all necessary factories into war production. 
These plans are actually tested as completely as pos- 
sible in peace time and in the production of arms for 
small wars like the Gran Chaco. The completeness 
with which these plans have been prepared can be 
judged by the remark of a high official : 


“T can pick up this telephone, call a certain code 
number which connects directly and immediately 
with the largest stee) factory in our country, give 
the man who answers the ’phone at the end a cer- 
tain code number, and the whole industrial plant 
is converted within six hours into a munitions 
plant making specified war articles. That code 
number controls the whole manufacture of guns, 
shot and shell casings, tanks, machine guns, etc., 
etc. I can do the same to each of the key indus- 
tries necessary for war production. Then I ’phone 
each of my district colonel-supervisors, give them 
exact instructions, and the man-power of the 
nation will be mobilized. It is all systematized 
down to the last woman. An hour’s quiet tele- 
phoning and the huge war machine has been 
started.’’9 


It is interesting to note therefore that the Chemical 
Warfare Department of the United States have listed 
3,876 products of peace industry as being of strategic 
importance in the event of war. Since every great 
factory became an arsenal in time of war, all States, 
including England, have worked out industrial 
mobilization plans on the lines given above. ‘The 
direct armament industry is important and can only 
be maintained on an adequate footing if it can make 
steady sales with foreign powers. 

It is, however, only one section of war prepared- 
ness. The drive is now from the War Offices into 
industry rather than from armament firms into the 
military machine. Lefebure!° has pointed out that in 


8 Patriotism Ltd., p.. 35-37 and pp. 38-43. (U.D.C.) 

9K. K. Fradkin, The Air Menace and the Answer. 
(Macmillan, New York.) 1934. 

10What would be the Character of the Next War? 
(P. S. King), 1931, pp. 96-117. 
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1914 the General Staffs of the European nations knew 
with certainty the type of weapons available in the 
mately the number of units of these weapons in other 
other European countries. They even knew approxi- 
armies and the rate of their possible production. It 
was not until Germany introduced poison gas and 
England tanks that new types of weapons or war 
elements, involving a drastic revision of military 
technique, came into action. Before 1914 armament 
firms were largely responsible for new types of 
technical development and the open sale of new and 
improved weapons. Since 1918 the newly developed 
research departments of the fighting services have 
taken over this work, with three important results : 


(1) Much greater secrecy and far higher efficiency. 
The detailed scientific planning for the use not of 
one but of a combination of several new factors either 
for aggressive or for defensive action. 


(2) The necessity to keep industry informed of 
these changes so that new agencies or types can be 
manufactured with ease and obsolete patterns aban- 
doned. This means an actual interlocking of indus- 
try with the war departments, which is the reverse 
of the older method of the armament firm supplying 
new ideas to the war department. The latter of 
course is not ruled out. 


(3) This new situation has produced far greater 
mnilitary strategic instability, especially as most of the 
new lines of likely and possible development would 
seem to lead to the production of factors which give 
an undoubted superiority to the aggressor. This is 
the position today with modern aerial chemical war- 
fare. This country has been spending an average of 
over £200,000 a year since the war for chemical re- 
search on poison gases and gas masks. It is the 
object of all War Office research departments to see 
that each new discovery is developed so that its des- 
tructive forces may most effectively be employed to 
their utmost degree. 


CaN SOCIALIZATION BE EFFECTIVE ? 


There is a strong agitation in this country in favour 
of ‘socializing the Armaments Industry.’ It has 
already been shown how wrapped up the manufacture 
of armaments is with a number of the major indus- 
tries of the country and how impossible it would prove 
to socialize the sections of these industries concerned 
with or capable of manufacturing armaments alone. 
The only effective way of completely socializing the 
armaments industry is to take over all the industries 
concerned. The socialization of the iron and steel, 
chemical and aviation industries should, however, 
establish practically a watertight national control of 
arms. Nevertheless it must be realized that the 
socialization of armaments does not abolish the dan- 
ger of war, although it lessens its provocation by 
taking the profit out of war. A warlike government 
could easily continue its preparations for conflict. 
Socialism in a single country, as is shown by Russia, 
does not mean the end of military preparedness, and 
all the dangers inherent in dividing the world into 
armed camps. International agreement is essential 
for the control of armaments in order to remove the 
constant fear of war from the world. 
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COMPENSATION AND THE PUBLIC CORPORATION 


Ernest DAVIES 


The Public Corporation is the accepted form of 
organization of socialized industry in that it has be- 
come the official policy of both the Trade Union Con- 
gress and the Labour Party. In detail the precise 
scheme of organization may vary from industry to 
industry, but in principle and form the public cor- 
poration is modelled on the original framework 
drawn up by Herbert Morrison for the London Passen- 
ger Transport Board. It is true that concessions have 
been made to the workers in industry who were the 
first to question the socialist features of the public 
corporation and demanded a greater voice in control. 
Accepted policy now gives the workers a statutory 
right to be represented on the Board of a Public Cor- 
poration, which may or may not result in this work- 
ers’ representation being more effective than that 
which Labour by statutory right enjoys on the Port 
of London Authority. 


Whatever the future composition of the Boards of 
the Public Corporation, the belief that the Public 
Corporation, even when created by a Labour Govern- 
ment, is identical with socialization has received a 
rude shock with the experience gained from the 
working of the London Passenger ‘Transport Board. 
It is easy today to court popularity on the Labour 
Party platform by attacking the L.P.T.B. as being, 
from the workers’ point of view, no improvement on 
the capitalist combine it superseded; and if sob stuff 
to the tune of the blind in East Ham now having to 
pay for their tram rides where they were carried free 
before be introduced the L.P.T.B. will find no friends 
in the audience. 


What is the reason for the failure of the L.P.T.B. 
to capture the imagination of the Socialist as being a 
contribution towards Socialism? Perhaps it is to be 
found not in the form of the public corporation itself, 
but in the manner of its creation, and more particu- 
larly in the terms of transfer from capitalist to public 
ownership. Formulated by a Labour Government 
with only a minority of seats in Parliament, transfer 
from private to public control carried with it an 
onerous finangial burden which has caused the struggle 
for continual profitable operation to be supreme. The 
capital burden is so great that the earning of interest 
and its payment to the bondholders comes first, while 
a capitalist standard of efficiency has been set as the 
measure of the Board’s success. 


Can the snag which has brought this position about 
in the case of the L.P.T.B. be overcome when other 
corporations are created? It is necessary to devise 
ways and means for solving this problem, which is to 
a large extent one of the form and amount of com- 
pensation. 


While the public corporation creates its own stock 
and pays interest thereon, the rate of dividend pay- 
able is limited, and the exploitation of the service for 
unlimited private profit in the capitalist sense ceases. 
The right of a body of private persons to exploit the 
worker and the consumer for profit is superseded by 
the obligation to operate at cost—cost including a fair 
return on capital originally invested and now ex- 


changed for public corporation stock. To this extent 
the public corporation retains the profit element. It 
must operate sufficiently profitably to meet all 
charges, including interest on its stocks given as 
compensation to stock and shareholders in the con- 
cern it has supplanted. On the amount of the com- 
pensation given largely depends the importance of the 
profit factor in its operation. The public corporation, 
being independent of national finance, must meet its 
charges. Failure to do so would entitle the stock- 
holders to place it in receivership. The heavier the 
charges, the more difficult profitable operation and the 
less likelihood of concessions, either in charges or 
facilities to the consumer, or in conditions of work or 
reward for labour to the worker. 


The success of the public corporation from the 
community point of view turns on the extent of the 
capital burden it inherits from the companies it sup- 
plants. If, from the outset, the corporation is over- 
capitalized and has difficulty in meeting the fixed or 
other interest charges on its capital, it is handicapped 
from the beginning. If, on the other hand, capital 
charges are low, it will be able to make concessions 
the more easily both to the consumer and the worker 
in the industry. The danger lies in the terms on 
which the corporation’s stock is substituted for the 
companies’ capital being such that the financial inter- 
est of the original shareholders is perpetuated on too 
generous a scale. If this is the case, it is conceivable 
that to pay the stockholders’ interest a capitalist 
standard of efficiency has to be put above all else. 
Consumer and workers’ interests may easily be sacri- 
ficed to efficiency. This may even influence the 
selection of the Board, the best capitalist administra- 
tion being bought at extravagant salaries. Not one 
of these dangers has been avoided in the case of the 
TePak.B: 


The amount of compensation is, therefore, of the 
greatest importance in the formation of the public 
corporation. The compensation in the case of a pub- 
lic corporation (and I am assuming compensation 
would be given, as the simultaneous confiscation of 
property alone is the alternative, and this could not 
take place except in a revolutionary situation) takes 
the form of substitution of stocks of the new cor- 
poration for stocks and shares in the old concern. 
Alternative forms of compensation are direct purchase 
for cash or payment in State guaranteed bonds. As 
cash could only be raised by the government, both 
methods would mean the assumption by the govern- 
ment of the corporation’s obligations, which is con- 
trary to the principle of financial independence which 
governs the public corporation. 


Compensation by the substitution of stocks, which 
is preferred by the public corporation, does not 
eliminate the problem. On what basis is compensa- 
tion to be given? ‘That is, to say, how much of the 
public corporation stock is to be received in place of 
stock held in the concern to be acquired. It has to 
be decided on what basis it is to be valued and what 
is a fair income return to grant. Existing concerns 
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can be valued on the basis of asset value or on the 
value placed on the concern by the Stock Exchange as 
recorded by the value of its stocks and shares, or on 
its earning capacity. To ascertain the real asset 
value would be a lengthy process, whereas the quoted 
share value takes into consideration other factors than 
asset value and is a very unreliable index. On the 
other hand, it represents the price at which the 
existing owners are prepared to dispose of their 
property and can therefore represent a maximum level 
of compensation. Earning capacity also presents its 
difficulties, as past earnings may be little indication 
of future earnings which are unpredictable. If 
capitalization of earnings is to be the basis, Herbert 
Morrison’s formula of net maintainable revenue can 
form the basis to work irom. 


Of the three forms of compensation that based on 
real value of the undertaking as a going concern is 
probably the only fair basis from which to work. As 
the determination of this cannot be immediately ascer- 
tained the substitution of lower yielding prior charge 
stocks for debenture and preference stocks in the case 
of existing holdings where it is clear that these are 
covered by assets, and the distribution of the balance 
to ordinary shareholders in the form of stock, on 
which a maximum but not minimum dividend is 
stated, only after the real value of the undertaking 
has been ascertained, might be the practical solu- 
tion. 


But it is important that compensation based on this 
method shall not be a matter of agreement between 
the State and the capitalist proprietor. It must be 
arbitrarily imposed by Parliament. Herbert Morrison 
had no alternative but to try acquisition by agreement 
in the case of the London Passenger Transport Board, 
and as a consequence the terms agreed upon were very 
different from those which would have been imposed 
had the undertaking been compulsorily acquired. ‘The 
formula Herbert Morrison endeavoured to apply was 
that of net maintainable reasonable revenue, and 
roughly it was this basis which appears to have been 
maintained in the acquisition of the greater propor- 
tion of the undertakings taken over, that is in the case 
of the Underground, and the tramway and bus com- 
panies which were part of the Ashfield combine. 
But, unfortunately for Morrison and the users of 
London transport, the negotiations were practically 
concluded before the extent of the depression was 
realized and before the financial crisis broke. ‘The 
result was that what appeared to be net maintainable 
reasonable revenue in 1929 and 1930, by 1931 was 
seen to be the fruits of comparative prosperity. Toa 
large extent the shareholders are to enjoy an income 
made possible through the benefits of monopoly con- 
trol which would not have been theirs had London 
transport remained under private enterprise. The 
tisk is eliminated, but the profit remains. No other 
terms would have been acceptable to the capitalists in 
control of London’s tubes and buses which, except 
for tramway competition, were enjoying a protected 
monopoly in the London area, so Morrison had to 
make sacrifices in the interests of profit to get his 
scheme through with a minority government. In the 
space of a short article it is not possible to go into 
details of the acquisition. It is sufficient to state that 
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holders of Transport Stock, which was given to deben- 
ture and shareholders in place of their holdings in the 
old companies, have the right to a certain interest or 
dividend which is in no material case less than they 
were previously receiving. Holders of Transport 
Stock have not only the prior claim on the earned 
profits, but are entitled to insist that sufficient profits 
be earned to meet their claim. If earnings fall short 
of their interest requirements, fares charged the con- 
sumer have to be raised or alternatively, presumably, 
costs reduced. ‘The position of the most junior stock- 
holders in the old companies is thereby materially 
improved, as previously they had no right to a fixed 
profit, their income being an unknown factor fluctuat- 
ing with earnings. Their position was further 
improved as in the computation of the exchange of 
stock no consideration was given to the fact that the 
security of the stockholders was improved as well as 
the income being more certain. 


The appreciation of the improved status of the 
stockholders can be seen by the course of their prices 
on the Stock Exchange since. Not only are the quo- 
tations of the Transport stocks received higher today 
than were the corresponding stocks prior to the 
announcement of the terms of acquisition, but the 
stocks have risen far more than have stocks in gen- 
eral. This conclusion is arrived at after comparing 
the percentage rise in the stocks of the acquired con- 
cerns and the Transport stocks with the general index 
of security prices. ‘The importance of this is not the 
gain to shareholders, but the handicapping of the 
L.P.T.B. from its outset with so great a capital bur- 
den that the advantages of public ownership are 
swallowed up in extra capital charges and thus 
pledged, as it were, in advance, not to the community, 
but to the holders of London Transport stock. What 
happened in the case of London Transport is likely 
to happen every time socialization is arrived at 
through agreement or compromise. 


Because capitalist proprietors will only agree to 
terms which assure them as satisfactory a rake-off as 
they have previously enjoyed, and as the greater 
economic efficiency of public monopoly gives added 
security they would be entitled on the most generous 
basis to a lower income return. Further, as the 
amount of compensation is of the greatest importance 
to the success of socialization, the terms must be fixed 
on a basis to be decided upon by a Socialist Govern- 
ment itself. For these reasons it is highly important 
that the principle of acquisition by agreement con- 
ceded by the London Passenger Transport Board 
should be discarded and not be repeated by a Socialist 
Government or taken as Labour Party policy. 


Socialism which gives, in the first instance, the 
rentier as good or a better deal than he gets under 
capitalism would soon be discredited. ‘The assump- 
tion that eventually through high taxation and 
increased death duties this compensation may be 
taken away is to ignore the fact that a transitional 
period has to be gone through. Socialism in the 
transitional stage can easily succeed or fail according 
to the success of public ownership, and as a conse- 
quence publicly-owned concerns must not be handi- 
capped with capital burdens too great to enable the 
immediate benefits of public ownership to be realized. 


~ 
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A REVIEW 
THE PLACE OF SURVEY IN NATIONAL DEVELOPMENT 


J. H. 


It is now nearly a hundred years since the word 
Sociology crept somewhat shamefacedly into the Eng- 
lish language. No one will dispute that it has been a 
century of achievement and progress. But only in the 
last quarter of it has there been any general recogni- 
tion of the true potentialities of the social task or of 
the complexities which attend it. Even today it can 
scarcely be said that there is any national conscious- 
ness of a goal, still less of means by which it shall be 
attained. But there is steadily growing a belief in 
the possibility of change, in its value, and in the 
urgent need for it. Before the War (which still makes 
so convenient a break for political and social trans- 
formations) there existed a fairly widespread appre- 
ciation of the importance of factual and statistical 
information as a foundation for social planning and 
legislation. But it is only in the last decade or so 
with the profounder apprehension of the place of 
design in political evolution, which has manifested 
itself in the thought of all parties, and the humaner 
perceptions which have been everywhere at work, that 
the less ponderable elements of social life have come 
to be recognized as providing an indispensable contri- 
bution to the true development of any social order. 
True, Charles Booth accomplished his great task more 
than forty years ago, but he and his collaborators 
were pioneers in what was still almost virgin territory, 
the forerunners of an age which has only recently 
established itself on the historical field. In the last ten 
years the practice of survey making has become an 
integral part of our national development. Surveys 
may be of three kinds. The first a wide and intensive 
inquiry into the social and economic life and circum- 
stances of the inhabitants of a particular city or area. 
Secondly the collection of statistical information 
about a given industry or group of industries and of 
those who directly or indirectly depend upon them for 
a livelihood. Thirdly a study at first hand of the 
activities and personal relations of some selected com- 
munity or class; and, so far as may be, of the pro- 
cesses of thought or feeling which have most influence 
on their formation. All three of them will be re- 
quired in increasing number in the future if the 
ultimate ideals which have inspired the Socialist 
movement and indeed much of the Liberal movement 
are ever to find a materialised form. 

The first group is represented today by the Surveys* 
of ‘Life and Labour in London’ and of ‘Merseyside’ : 
and there is little question that if the funds were 
available the extension of such research to every great 
urban area and indeed to every county in the country 
would enhance the value and simplify the process of 
our political evolution during the rest of the century. 
But it is only necessary to study for a few moments 
these two great works—for they are great works in 
every sense of the word—to realize how enormous 
must have been the task of compiling them. Of the 
two that of Merseyside was perhaps the simpler, not 
only because the actual size of the area to be covered 

*New Survey of Life and Labour in London (P. S. King 
& Son), and The Social Survey of Merseyside (University Press 
of Liverpool). 
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or the population to be dealt with was smaller, but 
because the tremendous complexity which is modern 
London derives from its metropolitan circumstances 
and from what may fairly be termed overgrowth as 
apart from growth. The London Survey no doubt 
from the larger resources at its disposal has been 
able to go in greater detail into many aspects of its 
problem and to cover a greater variety of activities 
than its kinsman in the north, but in partial balance 
at least of this the Liverpool group have displayed an 
originality in inquiry which is responsible for throw- 
ing light on some important facets of social life which 
have never before, there or elsewhere, been revealed 
to the world. 

In two at least of the great cities of the land we 
now have some solid ground under our feet if we wish 
to know something of the origins, the prospects, or 
the occupations of their inhabitants. But we in fact 
know a great deal more than this. In London, though 
the Survey here is still incomplete, we are told some- 
thing about a sample selection of families in 
every borough in the area; their size, the kind of 
home they occupy, the number of their earners, the 
income they receive and the rent they pay, the causes 
of their poverty in the case of the poor and the inci- 
dence of their well-being in the case of those who are 
better off. We learn that whilst immigration from 
abroad has gone up, immigration from the rest of the 
British Isles has decreased in the last fifty years, that 
crimes of violence against the person have decreased 
a good deal, that some offences against property have 
likewise diminished, whilst others have remained 
almost stationary, and that, though rape has fallen a 
little, sexual offences on the whole show a tendency to 
rise. Wecan examine industry by industry the occu- 
pations of the Londoner and follow for each its 
growth, transformation or decline. We can see what 
results the movement of population outwards from the 
centre has had in adding to the amenity or expense of 
the worker’s life. We can trace the history of the 
mentally deficient from his special school back to his 
home and the circumstances that have surrounded it 
both before and since his birth; and forwards into the 
kind of opportunity and work which lie in front of 
him and the remuneration which the latter affords. 
We can follow the fortunes of the street trader, 
examine the statistics of the homeless poor or take a 
look, inside’their homes, at the life of the old whose 
work is mostly done. We learn that deaths from 
bronchitis and pneumonia are a little better, and from 
influenza and cancer rather worse, whilst the mor- 
tality from phthisis and zymotic diseases has greatly 
decreased. Or, turning to the housing question, the 
Survey shows that the poorer class of the community 
—i.e., among those with an income below £8 a week 
—it is a usual thing to pay a fifth or a quarter or 
even a third of the family income in rent, whilst a 
large minority has to sacrifice an even larger propor- 
tion. 

On Merseyside we find that one child out of every 
four is living in a home where the income is inade- 
quate for the barest physical necessities; that the 
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figures of sample families reveal that 3.75 is the mean 
number of children born to each family and 2.75 the 
mean number of the living. We find that in inner 
Liverpool only 9.6% working class families have the 
use of a bath and that a third of these have to share 
it; that only 7.6% have any kind of garden and that 
as few as 2% have access to both a bath and a garden. 
In the poorest groups in the area only two families 
out of every five ever buy bacon, and only one out of 
every three—notwithstanding the Irish—ever eat fish. 
A piece of information collected before his recent 
activities on which the Minister of Agriculture and 
Fisheries might do well to ponder. 

To turn to another aspect of social life ‘the propor- 
tion of sons in the Liverpool district who occupy a 
lower occupational grade than their fathers . . . is 
distinctly larger than the proportion who have moved 
up.’ ‘The net balance is retrieved, however, by the 
proportion of sons who go far ahead being larger than 
the proportion who sink to the bottom. This 
phenomenon is probably largely due to unemployment 
amongst ‘black-coated’ workers (of which we still have 
far too little accurate knowledge) and skilled artisans, 
which imposes upon the sons of average capacity in 
these families the necessity of taking refuge in the 
semi-skilled occupations, of which the distributive 
trades offer a large variety, or even in unskilled labour. 

In investigating juvenile crime on Merseyside it was 
found that 58% of the Borstal group and 81% of 
the Mentally Defective group registered one or 
both parents as dead or deserted. Of 100 cases 
investigated in these groups eighteen were the off- 
spring of skilled fathers, eighteen of semi-skilled, and 
fifty-five the progeny of unskilled workers. Whilst 
in certain classes of the community a good many 
young people follow some sort of part-time post- 
primary education course, generally at evening insti- 
tutes; there is some evidence in Liverpool that the 
strain of overmuch study at night and in an adoles- 
cent’s leisure time is apt fairly quickly not only per- 
haps to breed undesirable physical consequences, but 
a distaste ‘for intellectual activity from which they 
may mever recover’—a discovery to which many 
observers in London will subscribe and which too 
seldom receives consideration from the enthusiasts for 
the continuation school and night school system. 

Random and uncollated as these examples of the 
results of the two Surveys are they are probably 
sufficient to indicate the wealth of material which is 
available to careful research in the social field. 
Consider in the light of all this two or three 
of our principal social problems. The evidence col- 
lected here undeniably goes to prove that the problem 
of poverty, for instance, is today largely the problem 
of unemployment. But there is still a substantial 
residuum of poverty due to the insufficient incomes of 
employed persons either actually or relatively. By 
actually is meant an income sufficient for the support 
of a moderate family (including, say, two or three 
children) and relatively one which has to support a 
large family reduced to the poverty line or below 
purely by its exceptional size. It is clearly very de- 
sirable to know what kind of services they are which 
the community demands, but which do not or cannot 
afford to the workers in them a remuneration which 
will bring a moderate family above the poverty line. 


2c 


September 1934 


On this question neither of the Surveys throws sufh- 
cient light, though more effort has apparently been 
made in Liverpool than in London to classify for this 
purpose the wages offered by different industries or 
occupations. 

Then as to the poverty line itself. The London 
Survey, bound as it has been by its self-imposed 
task of making a comparison, with Charles Booth’s 
earlier achievement, has simply made the neces- 
sary contemporary adaptations to the line which 
he laid down. But that line is certainly not 
satisfactory today. It aims at an income just adequate 
to maintain the body of each individual at a minimum 
level of physical fitness by the supply of food, cloth- 
ing and house-room. All access to spiritual or intel- 
lectual interests and all recreation which costs money, 
all holidays, all petty luxuries such as tobacco or news- 
papers, and in most cases in effect all domestic ameni- 
ties such as baths and proper lavatory or washing 
accomm dation are excluded. Families who lack all 
or most of these attributes to a civilized life cannot to- 
day be said to be above the poverty line though a 
statistical calculation may demonstrate that their 
income is sufficient to supply them with adequate food 
and clothing and to enable them to pay the median 
rent of their locality. It is fairly clear that the modern 
poverty line for a family with one to three children 
must fluctuate (with the precise number and age of 
the children) from 40s. upwards in urban districts if 
any kind of allowance is to be made for those ‘extras’ 
which are in this generation virtually necessities. 

Or take again the problem of crime. It is of the 
utmost importance to know that the majority of young 
criminals come from broken or partially broken homes 
and to trace the relation between crime and mental 
deficiency. But we require to know much more about 
crime than that. We should know something of the 
biological history of the criminal for two or three 
generations, the incidence of poverty in his life or that 
of his family, his relationship with his parents, his 
medical and school record, the nature of his employ- 
ment and the amount of his unemployment. For the 
moment we must be grateful that the task has been 
begun. 
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WORK OF THE N.F.R.B. 


Further assistance in research over a wide range of 
subjects will be very welcome. Anyone willing to 
offer such assistance is asked to communicate with the 
General Secretary, 17 John Street, London, W.C.1. 

Work has been put in hand during the last three 
months on the following subjects : 


I Economic SECTION 
1 Socialization 
(a) Aviation Manufacture 
(b) Coal Industry 
(c) Woollen Industry 


2 The 40 hour week: A study of its likely 
effects 


III INTERNATIONAL SECTION 
The Far Eastern Situation 


COMPLETED MEMORANDA 


The following have been added to the list published 
in our first two numbers of finished studies which are 
available for reference in the office: 


I Economic SEcrion 


(a) Foreign Exchange Policy of a Socialist 
Government 
(b) Town Development and the 
Planning of Industry 
(c) The Housing Question 
(d) Preliminary Report—Socialization of the 
Armaments Industry 
II Powirica, SECTION 
(a) Devolution 
(b) The Question of the House of Lords 
III INTERNATIONAL SECTION 
Labour’s Foreign Policy 
IV Loca, GOVERNMENT SECTION 


(a) Preliminary Report—Municipal Finance 

(b) Metropolitan Borough Councils: A Guide 
for Councillors and Candidates 

(c) An Education Policy for the Labour Party 


CONFERENCES 


A weekend conference is to be held at Maidstone on 
October 20-21 on Foreign Affairs. The following 
programme has been arranged : 4 

1 PROBLEMS OF POOLED SECURITY 

Speaker: W. Arnold Forster 
Opener of discussion: D. Grenfell, M.P. 
2 POSSIBILITIES OF ECONOMIC INTERNATIONALISM 
Speaker: H. N. Brailsford 
Opener of discussion: H. L,. Beales 
3 THE INTERNATIONAL PoLIck FoRCE AND CONTROL 
oF ARMAMENTS 
Speaker: P. J. Noel Baker 
Opener of discussion: H. R. G. Greaves 
4 CONCLUSIONS 
Speaker : H. Dalton 
Opener of discussion: L. Woolf 


Territorial 
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A weekend conference on the Socialization of 
Transport is to be held on November 24-25 at a town 
in the South Midlands. The following four sessions 
have been arranged : 


1 Transport—Industry or Service 
2 Political Control, Development and Social Co- 
ordination ‘ 


3 Technical Control, Management and Operation 
4 Allocation of ‘Traffic to Road, Rail, Air or Water 


Further particulars of these conferences can be 
obtained from the office. 


RECOMMENDED BOOKS 


(The Editor will be pleased to receive notes from readers 
on books in which they are interested, particularly on foreign 
books available in Great Britain.) 


Mitchison, G. R. THE FIRst WORKERS’ GOVERNMENT, WITH 
AN INTRODUCTION BY SIR STAFFORD 
Cripps (Gollancz pp. 528, 58) 

A first attempt to outline the practical day to day steps in 

the transitional stage to Socialism; this book more than 

adequately fills a long standing gap im the study of Socialist 
politics. 


Robbins, L. THE GREAT DEPRESSION (Macmillan 
PP. 238, 8s 6d) 

A really brilliant analysis of the depression from the point of 

view of the monetary theory of the modern Austrian 

economists. All Socialists should read it if they wish their 

own convictions to be rationally grounded. 


Hook, Sidney. Towarps tHe UNDERSTANDING OF Kart Marx 
(Gollancz pp. 591, 58) 

An interesting attempt to grapple with a difficult subject. 

Will not please the orthodox Marxist, but is distinctly worth 

reading. 


Abrams, M. A. MONEY AND A CHANGING CIVILIZATION 
(Lane pp. 128, 2s 6d) 

A clear but dogmatic statement of Austrian monetary theory 

as taught by Professor Hayek. Mr Abrams does not meet 


criticisms, or indeed appear to be aware of them. 


Bailey, W. Milne. TRADE UNIONS AND THE STATE 

(Allen & Unwin pp. 395, 128 6d) 
A documented study of Trade Union history, largely from 
the standpoint of its legal status. Anti-Fascist and anti- 
Communist. 


Watkins, H. M. Coal AND MEN. AN ECONOMIC AND SOCIAL 
StuDy oF BRITISH AND AMERICAN COAL- 
FIELDS (Allen & Unwin pp. 460, 18s) 

A quite useful and informative but rather diffuse survey. 


Cole, G. D. H. and M. I. A SURVEY OF MODERN POLITICS 
(Gollancz 5s) ; 
This completes the intelligent man’s survey of modern 


politics and economics. 


LABOUR AND WaR. THE THEORY OF LABOUR 
ACTION TO PREVENT War (Allen & Unwin 
Ppp. 216, 8s 6d) 

This study is provocative but it is not good. The real issues 

involved in the making, and therefore the preventing of war, 

are omitted from consideration. 


Braatoy, B. 


NationaL HousInG PoLicy 
(King 2s) 

A good outline of the National Housing Board policy. The 

figures are uncoordinated and incomplete. 


L,. A. Benjamin. 


National Housing Committee. 


DISTRIBUTION IN THE TRANSITION STAGE 

to Soctarism (Gollancz 6d) : 
A penetrating study of a problem on which little work has 
been done. 
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